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MARGINAL UNITS IN THE THEORY OF 
DISTRIBUTION. 


How Far does the conception of marginal units of production 
assist toward a theory of distribution? It is easily shown that 
if an uniimited amount of labor is procurable for a business 
where the other factors of production are given quantities, the 
last unit brought into employment will receive no aid—or a 
minimum aid—from the other factors and will take in wages | 
virtually the whole addition to the productivity of the business 
which follows itsemployment. This is clearly set forth by Professor 
Marshall in the illustration of the marginal shepherd. A farmer 
with a given farm and farming capital calculates that it is just 
worth while to employ a tenth shepherd, whose addition to his 
staff enables twenty more sheep to be marketed in a year than 
would be the case were nine shepherds employed. These twenty 
sheep must be accredited to the marginal shepherd as the specific 
product of his labor, and he will receive them, or their value, 
for his wages. For though he receives the same assistance from 
the land and capital as the other shepherds do, it is necessary 
to assume that no more productivity is got out of these factors 
when ten shepherds are employed than previously when nine | 
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were employed; or, put in another way, any assistance the 
marginal shepherd receives from capital and land is attended by 
a corresponding shrinkage in the assistance rendered to the other 
nine. For unless the full economy of the fixed factors were 
exhausted by the employment of nine shepherds, there would be 
a surplus gain to the farmer on the employment of the tenth 
shepherd after paying his wages; in that event it would pay to 
employ an eleventh shepherd, and the tenth would not be mar- 
ginal. It is necessary to admit that the marginal shepherd — 
or, to be more precise, the marginal part of his labor—adds a 
product which is entirely attributable to his labor and (nearly) 
the whole of which is returned to him in wages. 

Similarly, it is argued, the last unit of capital borrowed for 
a business, the other factors of which are given quantities, will 
just produce what must be paid for interest, leaving no margin 
of profit. If our farmer working a farm with his ten sons finds 
it is just worth his while to borrow another £100 for working 
capital, the additional product created must be attributed entirely 
to this last or marginal unit of capital and leaving only a nom- 
inal profit after paying the interest. For though the labor of 


‘the farming group co-operates with this last £100 worth of 


capital, we are obliged to assume that the enlarged capital is less 
completely utilized than the smaller capital; otherwise there will 
be some profit from this last £100 of capital which in that case is 
not really marginal. 

Ii we were to suppose that agricultural land were in the same 
condition as capital, an unlimited amount being available for 
renting on the same terms, it is clear that our farming family 
entering such a country with a given capital would take on a 
marginal unit of land which would pay as rent the whole of 
the increased product of the farm due to its use.’ 

Proceeding further, let us suppose a farmer entering agricul- 
ture with a given stock of personal ability and enterprise, a pure 
entrepreneur, able to buy all sorts of productive energy in free 

1 This, of course, would not be the exact amount of the yield of this marginal 


unit of land, but this amount minus the reduced yield of the rest of the land aris- 
ing from a diversion of some labor, etc., which would have gone to it. 
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and virtually illimitable markets. His increments of productive 
energy will be composites of land, various forms of capital and 
labor, varying in composition as he expands the area of his 
farming operations, whether extensively or intensively; he 
will buy and apply the units of the various factors according 
to his estimates of the technical economy of the farming busi- 
ness. The limit to the quantity of each sort of productive 
energy he buys, and to the aggregate which he will employ, is 
determined by the economy of the utilization of his given amount 
of personal power; the last increment of land-labor-capital he 
takes on will only just pay the rent-wages-interest and will leave 
a merely nominal surplus-gain for him. But this last or mar- 
ginal unit of land-labor-capital must be considered just as pro- 
ductive as any of the others, and, ex hypothesi, receives the 
same payment in rent-wages-interest. This payment will exactly 
cover the product attributable to the specific productivity of each 
composite unit, and, on our hypothesis of an indefinitely large 
supply of each factor, we must conclude that each unit of land, 
capital, and labor receives in payment just what it produces. 
Our farmer-entrepreneur cannot be exploiting them, for the mar- 
ginal increment which is as productive as any other increment 
receives the whole of its product as payment for its use, so there- 
fore must all the earlier increments. ‘ 

How are we to conceive the profits of our farmer? If there 
is no surplus in the employment of the last unit, and the last 
unit is just as productive as any other unit, it would appear that 
no profit could arise. The ordinary diagrammatic representation 
of the “ dosing” theory does indeed show a surplus derived from 
the employment of each increment except the marginal one. The 
familiar figure on the following page runs thus: 

Here AB represents the entrepreneur’s personal power; to it 
are added ten increments of land-labor-capital, to which a dimin- 
ishing amount of productivity is attached, the first unit yielding 
the figure 4 B b' a’, the tenth yielding a® b® DC. The marginal 
increment alone receives in payment virtually its whole product; 
each of the others yields a surplus receiving the same payment 
as the last, but affording a larger product. Here the entrepre- 
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neur appears to make a large profit on all the earlier increments. 
‘ But this figure is a most fallacious one, if designed to explain 
how the aggregate product of the fully organized business is 
apportioned. For it appears to show that the ten increments | 
are unequally productive, or that they receive unequal amounts a 
of assistance from the 
A energy of the entrepre- 
Ns neur; and neither suppo- 
ie sition is warranted. For 
a when there are ten units 
— of land-labor-capital 
~~ employed by the entrepre- 
@ neur, if a separate pro- 
7) 8] 9 Pay ductivity be attributed to 
each, whether or not that . 
productivity includes the { 
BCE assistance of the entrepre- 
neur, it must be the same 


for each of the ten. 

The diagram as it stands says this: If to the farmer’s 
ability A B one dose of productive energy B b' be applied, 
the product is A B b' a’; if a second dose be applied, the ' 
smaller product a' b' b? a must be attributed to it, because, 
though in itself equally productive, it receives a smaller assis- 
tance from 4 B. So with each subsequent dose: it receives a id 
diminishing amount of assistance from A B, until the tenth dose 
receives a minimum or negligible assistance. Now, it is evident 
that we have no right to represent the second dose as receiving 
less assistance from A B than the first dose, when we are analyz- 
ing the composition of a two-dose business; each dose must be 
supposed to have the same relation to A B. So with the full f 
ten-dose business: the last dose receives the same assistance from 
A B as is now rendered to the first dose, though of course much 
smaller than was rendered to the first dose when it was the only 
dose, or one dose among four. It is folly to retain a diagram A. 
which suggests that the product of the first dose is A B b' a’ 
when this is only true in the hypothesis that one dose only is 


} 
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applied —a hypothesis which is denied by the application of each 
subsequent dose. 

It is clear that, if we are to represent a business in which ten 
i doses yieid the maximum economy to the entrepreneur, we must 


? assign an equal productivity as well as equal payment to each 
dose. Beyond these payments, however, there emerges a surplus 
claimed by the entrepreneur, as profit or wages of management, 
which, on the ten-units basis, must appear to have the same 
relation to each unit. If ten doses be applied to 4 B, this 
equality of productivity, payment, and surplus will appear in the 
following simple figure : 
The entire product A’ B' F D A 
is divided by C E into two parts, 
the lower, C B' F E, going in 
7 ten equal payments to the units ; 
{ of land-labor-capital; the upper, ‘wi 
A' C E D, forming one or ten 
units of surplus or profit or wages ¢ Ge 
of ability for A B. 
But, it will be objected, in 4 | 
this diagram the last unit, which B RB" f 
f we call marginal, appears to 
carry, in addition to the product 
{ which represents its payment, C1!” B 
? B’” F E, an extra product or surplus, A'® C'® E D. If the tenth 


unit be removed, this surplus seems to disappear with it. The 
existence of such a surplus, however, is excluded by the terms of 

our hypothesis. 
Now, as we have already seen, we are obliged to assume that 
the aggregate productivity of our entrepreneur reaches its maxi- 
‘ mum in co-operation with nine units; if then, ten are employed, 
any assistance it appears to give to the productivity of the tenth 
implies a corresponding reduction of assistance to the other nine.’ 
j In other words, on a nine-unit basis in which A?® B’® F D is 
: eliminated, the product associated with each of the nine units is 
larger than it is found to be after the tenth is added, by the 
presence of a larger surplus, represented in the diagram by the 


| 
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substituticn of the dotted line for the line A' A'®. The employ- 
ment of the tenth unit has simply substituted the surplus 4?° C?° 
E D for the nominally smaller surplus a A’ A'® d which existed 
on the nine-units basis. 

If we assume the operation of a law of diminishing returns, 
it seems self-evident that he will take on just so many units of 
land-labor-capital at their current price as will exhaust his econ- 
omy of personal ability, the last unit evoking a merely nominal 
amount of this personal power. The surplus thus arising will 
be claimed as the product separately attributable to the entre- 
preneur’s personal energy and ability. So it appears that each 
unit of labor, capital, land, gets out of the general product of 
the business just what that unit produces. And does the entre- 
preneur get just what his ability produces? It seems as if this 
were necessarily the case; for, in addition to the land, capital, 
and labor, the only productive force which remains is his ability ; 
hence, if we take away that part of the entire product due to the 
three former, what remains must be the product of the latter. 

So there can be no exploitation of labor or of capital, and 
the profits of the entrepreneur, however large they seem, are the 
specific product of his personal productive energy. 

But to this conclusion it will be objected: “Are you not 
attributing to the productivity of the entrepreneur all the effect 
of economy of division of labor and co-operation of the units of 
labor and capital? Are you not paying the several laborers 
on the basis of their separate productivity as individual workers 
working without co-operation of other workers and of capital, 
whereas their aggregate productivity when working under these 
conditions greatly exceeds the addel productivity of their separate 
labor? Is not the main object of employers in perfecting individual 
bargains with employees the desire to obtain their labor-power 
on the reckoning of its productivity as a separate producing 
_ unit and then to make it co-operate with other units taking as 
profit the increase of productivity thus attained? Is it not, on 
the other hand, the object of labor organizations by “collective 
bargaining’ to obtain for the laborer the equivalent of his pro- 
ductivity as a collective laborer? Similarly with units of capital : 
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Is not the basis of the economy of a joint-stock corporation the 
desire to borrow units of capital at rates which are equivalent 
to their productivity when separately employed, and to raise the 
value and the yield of these units by employing them collectively ? 
A banking firm manifestly makes its profits largely out of this 
difference between the productivity of separate bits of capital and 
that of the same bits used collectively.” 

The ability of an entrepreneur is no doubt essential to this 
economy, but are we at liberty to assume that the whole results 
of it are attributable to the separate productivity of his ability? 
The separatist treatment which the dose method employs 
upon the other factors of production expressly serves to 
exclude from these factors any share in their collective pro- ie 
ductivity as distinct from their individual productivity, and to 
impute it to the only agent who functions collectively, viz., the 
entrepreneur. The fact that the entrepreneur gets no appreciable 
advantage for himself from the employment of a supposed last 
unit of other factors is no evidence that he does not get an 
advantage from the co-operative economy of all the units; the 4 
phenomenon of the marginal unit is only another way of expres- } 
sing the fact that there is in most industries a necessary limit to 
the area of exploitation of labor and capital by entrepreneur 
ability. UV'rom the standpoint of labor it may mean that there 
is always a limit to the number of laborers whom an entrepreneur 
can employ so as to get profit out of their co-operative labor; ° 
when this limit is examined, it necessarily appears that a single 
laborer added or substituted makes no difference to the aggregate 
of this profit. 

It is now evident that in our illustration of the effect of a 
marginal unit, whether of:labor or of capital or of land, or of all- 
three together, we are suffering from a false conception of caus- 
ation or attribution due to the arbitrary use of constants and 
variables. 

The whole results of the co-operation and division of labor 
of the other factors of production have been imputed as the 
exclusive product of the ability of our entrepreneur by assessing 
separate products for each unit and then assigning to him the 


ba 
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entire residue as his product. In the history of the theory of dis- 
tribution this residual claimant game has been played in various 
forms. It has already been shown by various writers how the 
attribution of the residue depends entirely upon which of the 
factors in production is taken as constant and which as variable. 

Of the variations of this game that which takes the entre- 
preneur as the constant and the other factors as variable is cer- 
tainly the most conformable to the facts of modern industry. 
The function of the entrepreneur is to buy the use of units of 
labor, capital, and land, to organize them for effective produc- 
tion, and to sell the product, so as to get the largest margin of 
gain. Now, assuming that each unit of labor, capital, and land 
gets its separate product for its payment, does the surplus which 
we see remains do more than pay to the entrepreneur the “ prod- 
uct’ of his productive energy of management? The owner 
of each unit of labor, capital, and land appears to get just what 
he produces, and this payment is a minimum necessary cost. 
Is this the case with the entrepreneur? There is nothing in the 
setting of the problem, as we have hitherto set it, to place the 
entrepreneur on the same footing with the owners of the other 
factors of production, so as to insure that what is taken by him 
is (a) his specific product, (b) a minimum “ cost.” For in this 
setting the entrepreneur factor has been taken as a constant 
quantity with which variable quantities of labor-land-capital 
co-operate. By this method it appears that the three latter receive 
in payment their product, but it does not follow that the residue, 
taken by the entrepreneur, corresponds in the same sense with 
his product. If we are to eliminate the possibility of any entre- 
preneur’s “unearned” gain, and to place his payment on the 
‘same footing with the others, we must remove the “constant” 
position of the entrepreneur. As we assume that our entre- 
preneur (4 B) was able to purchase an unlimited number of 
units of labor-capital-land at the same price, so now we must 
assume at unlimited number of entrepreneurs in the position to 
buy the other factors. 

Professor Clark, whose theory of distribution in a “ static” 
society we are endeavoring to reach, clearly recognizes the néces- 
sity of this assumption : 
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May not all entrepreneurs be making the same rate of net profits and 
making them at the same time? May there not be a condition of equal and 
universal profit? Clearly not; for this would be a universal invitation to 
capitalists to become entrepreneurs, and, as such, to bid against each other 
for labor and capital, until the profit should everywhere vanish, by being 
made over to laborers and capitalists in the shape of additions to wages and 
interest. The pay of each of these agents, therefore, under perfectly free 
competition, is bound to stand at the productivity level. (P. 291, note.) 

It is not always quite fully recognized that there are two 
conditions to a working of industrial society which equalizes 
the economic position of the several factors and. reduces all their 
payments to costs. One is complete fluidity between the several 
grades of each factor, the other is the existence of an unlimited 
number of units of each factor. The former, indeed, is com- 
monly admitted as that equality of economic opportunity requi- 
site to secure equal rates of interest to different forms of capital 
and equal net payment of wages to various sorts of labor. 

But if industry be regarded as built up out of increments of 
productive power in entrepreneurs’ ability, labor, capital, and land, 
and if the condition of remuneration by bare “cost”’ or “ specific 
productivity ” be that each last or marginal increment receives 
just what it adds to the total product, this condition can exist 
only so long as there remains another unit hitherto unemployed. 
For it is surely evident that if all the units of any one factor 
of production available for a particular industry are absorbed, 
while units of the other factors are not absorbed, the marginal 
increment of the “short” factor will be able to take a scarcity | 
rent, or an addition to the product representing its bare cost. | 
However free the competition within the ranks of each factor, 
a short supply of any factor as a whole compared with the 
others enables a scarcity value to arise at the margin, and this 
value or surplus-pay will be taken by each unit of this factor in 
use. This is the source of such inequality as exists (a) in the 
distribution of wealth as between land, labor, capital, ability, 
regarded generically as factors of production and, (b) in the ele- 
vation of the value of some classes of commodities and the depres- 
sion of other classes, as exhibited in processes of exchange. 


’ 


In stating his theory of distribution for a “ static’? com- 
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munity, Professor Clark essays to isolate the static forces by sup- 
posing a stoppage of five dynamic forces, increase of popula- 
tion, increase of capital, changes of industrial method, changes 
of business organization, and growth and change of human 
wants. But in the “static’’ community thus reached it is not 
the case that we should, as Professor Clark avers, reach a condi- 
tion in which “ values are here ‘natural’ in the Ricardian sense, 
for everything sells at its ‘cost of production’ and no entrepre- 
neur makes a profit.” 

For if in a “ static’ community any one of the factors of pro- 
duction were less abundant than the others, either as regards a 
particular sort of production or as regards production in general, 
we should have “net profit’’ or “scarcity rent,” or some other 
surplus, which was no cost of production “in the Ricardian 
sense,’ emerging at the margin and upsetting the theory of 


cost.’ 


distribution by 

On the other hand, if we suppose a “static” community in 
which none of the factors is relatively short, how can we apply 
the method of marginal increments in a theory of distribution? 
So long as we could take a capitalist adding to a fixed capital 
successive units of labor, or an entrepreneur adding to a fixed 
quantity of business enterprise successive units of capital and 
labor, we were able to measure something that could be called 
the separate productivity of the last unit. \ But if we take what 
from the standpoint of distribution is the real condition—a 
number of units of all the factors of production spontaneously 


co-operating for the most efficient production —the last incre-~ 


ment in such a complex will be composed of all the factors of 
production, and the knowledge of what it adds to the total prod- 
uct will be of no assistance in determining the productivity of 
the several factors which constitute this complex unit.) All we 
should know would be that the last unit was as productive as 
any other unit, and that its owners received the same return 
for its use. But this is not taught us by experiments with 
marginal increments; it is an assumption prior to any such 
experiment. In a static society where a limited production is 
conducted by co-operation of freely competing and fluid units 
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of labor, land, capital, ability, none of these factors being able 
to take a “scarcity” rent, speculation and diagrams on marginal 
units, would teach nothing. For every unit would be ex hypo- 
thest as productive, and as well remunerated, as any other, and 
every unit would be an indissoluble complex of the several factors 
of production. 

It is quite true that, with complete fluidity of the factors of 
production and no shortage of any factor, we should get equality 
in distribution. It might even be said that each unit of each 
factor would get its “product” in payment for its services. 
But this statement could not be proved by any “ marginal” 
method, for every marginal unit would be composed of all the 
factors in such wise that the hypothetical elimination of any 
one of these would sterilize to an unascertainable extent the 
others. 

Apart from this, the hypothesis of a “ static” society in which 
no single factor was in a condition of shortage, and so able to 
take a scarcity rent, is a self-contradictory hypothesis. For 
such a society, containing ex hypothesi a number of unemployed 
units of each factor, could not remain “ static”’ in any intelligible 
sense. 

As applied to the case of any single industry, the “ marginal” 
method implies a fixed or given supply of some one of the factors 
and an unrestricted supply of the others. Such an argument 
may be applied to show that the last increment of the unrestricted 
factors gets what its presence adds to a complex of productive 
’ power in which one portion is restricted, but it cannot show 
that no surplus accrues to the owner of the restricted factor by 
virtue of its restriction. 


The whole elaborate argument regarding distribution in a 


“static’’ society seems to come to this, that under conditions of 
“free” competition there would be no “marginal” rents; 7. ¢., 
no payments beyond cost. Under equality of economic oppor- 
tunity there is equality of distribution; 7. ¢., if everyone has an 
equal chance of making a gain, gains will be equal. 
The marginal unit of labor or of any other factor does not 
assist us to determine, or even to measure, the part played by 
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labor in the production of wealth due to the co-operation of 
capital, labor, law, and ability in a so-called static society. It 
gives us no information not already assumed in the terms of the 
problem. 

II. 

If we turn from an illusory static to a real dynamic society, 
how far will the method of marginal units assist us then? Tak- 
ing a farmer with a given quantity of organizing power, a fixed 
piece of land, and a fixed stock of farming capital, it looks as 
if we might learn something from the productivity of the tenth 
or marginal shepherd whom he just finds it worth while to 
employ. But what do the terms of this experiment imply? The 
only way of isolating the productivity of the marginal shep- 
herd is to suppose that the farmer used his land, capital, and 
organized power with nine instead of ten shepherds, that is, to 
suppose him to be an “uneconomic”? man, wasting some of the 
powers in his other factors of production. If it is better for 
him to employ the tenth shepherd, it is because by employing 
him he will make a slightly better use of the other given factors ; 
and here, ex hypothesi, it is not possible to discriminate how 
much of what is added to the total product can rightly be 
attributed to the specific productivity of the tenth shepherd and 

ow much to the better functioning of the other factors. Even 
if, in accordance with our earlier: analysis, we take a theoretic 
margin — that is, the last portion of the tenth shepherd’s labor — 
as a labor-unit whose productivity gets no use out of the other 
factors, it is only by an empty mathematical abstraction that 
we appear to obtain any information out of this use of margins. 
This margin will be an undetermined or strictly an infinitesimal 
fraction of a determined and known unit of labor-power; if we 
attribute to such a margin a separate productivity, arising from 
the use of labor alone, this productivity will be equally undeter- 
mined and cannot assist us to know what is the specific product 
of the labor of the marginal shepherd as a whole.* 


* Proressor EpGewortu, in the Quarterly Journal of Economics (January 
1904) appears to think the Differential Calculus will assist him to find the pro- 
ductivity of the marginal shepherd by starting from the productivity of an infini- 


tesimal margin of him. 
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If we assume that a farmer has been employing nine shepherds 
\ 


where he ought to have been employing ten, and we let him) 
add a tenth, and ascribe the increased product which covers an | 
improved use of all the factors of production to this last unit) 


of labor, we are arguing in a quite unwarrantable way. Our 
real farmer, as an entrepreneur, capable of borrowing units of 
capital and of renting or buying land as well as of hiring labor, 
at given prices, must be conceived to put the following question 
to himself as he plans the most profitable use of his skill and 
experience: “‘ How many shepherds shall I employ to how many 
acres of land, and how many £100 worth of farm capital of 
various concrete kinds?” He will not consider doses of labor 
except in organic relation to doses of land and capital. His real 
doses will be composite doses of farming-power, composed in 
varying proportions of the several factors, and no dose will be 


considered to have a separate productive value apart from the 


others with which it will co-operate, so as to give a fuller 
utilization of the productive powers of the whole farm under 
his management. He will never be able to say truly, “ My last 
shepherd is worth to me so many sheep,” any more than he can 
truly say, “My last £100 spent in fencing is worth so many 
more sheep.” If he does use such language, it will always be 
that he wrongly attributes to the new man, or the last piece of 
fencing, the entire economy of rectifying the waste of general 
productive power involved in an earlier mismanagement or 
neglect. 

If a truly economical farmer takes on more labor he will 
either require more capital or more land, or else will be changing 
his whole method of production to meet some change in the 
market. Even if he takes on no more land or capital, the reor- 
ganization of his labor-force accompanying the increase of 
employment will preclude him from attributing to the new labor 
the entire value of the increased product, or any assignable pro- 
portion as its exclusive or specific yield. Even on a sheep-farm, 
a less complex business than most, it is not possible to ascribe 
any given number of sheep to one shepherd as his product, irre- 
spective of other expenses. 
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Turn to any ordinary modern industry, and it becomes at 
once apparent that the problem is one of an organic amalgam of 
productive powers which does not permit the attribution of a 
separate productivity either to the separate factors or to a mar- 
ginal unit of composite productive power. <A firm enlarging or 
contracting its business has closely to consider the net effect of 
such change on (a) its gross profits, and (b) its net profits; 
but such changes can never affect one factor exclusively. 

So economists can watch the expansion or contraction of an 
entire industry, or of the trade of a country as a whole, but 
such changes involving enlarged or reduced employment of 
productive power of various sorts are never such as admit that 
employment of “ the joint-method of agreement and difference” 
by which the setting of Professor Clark claims to prove specific 
productivity for a unit of labor or for labor as a whole. 

Even if we substitute composite units for simple units at 
the margin, they throw no direct light upon the distribution of 
the product. For if we take the standpoint either of a single 
entrepreneur, or of an entire industry, or of the whole trade of 
a country, the number of these composite units that will be 
employed, and the respective parts played by the different factors 
in composing the marginal units, are themselves determined by 
wider considerations relating to the available supplies of the 
various sorts of the several factors. When a general rise of 
industry is taking place, there is a desire of entrepreneurs to 
employ more units of the several factors; if they can buy these 
units at the same price as those they already employ, they will 
do so, and if they can so buy all the units of the several factors 
they require, there will be no change in the distribution of 
wealth, so far as rates of wages, interest, etc., are concerned, 
though a larger or a smaller proportion of units of labor, as 
compared with capital or land, may be called into use for the new 
enlarged production. But if the available supply of one factor 
is smaller than that of other factors, this relative scarcity will 
raise the price of a unit of this factor, not only as regards the 
new units employed, but as regards the old units also. If, for 
instance, while plenty of new capital is forthcoming upon virtu- 
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ally the same terms as that already in use, the labor available is 
inferior to that in use, so that a larger number of laborers must 
be employed at a price which raises the cost of labor per unit, 
the share of the total product taken by labor and the payment 
made for each unit will be larger than before. An increased 
demand for mutton may bring into sheep-farming a lot of inex- 
perienced townsmen whose “units” of labor cost farmers more 
than the units represented by their former employees, or may lead 
farmers to extract extra-exertion from the shepherds already 
in their employ by a higher rate of pay. 

The actual problem of distribution in a dynamic (1. ¢., a real) 
society is worked out by bargains at the extensive and intensive 
margins of employment of the several factors. It is a question 
of incurring and paying for increased costs of new units of pro- 
ductive power which cannot be got at the same rate as those 
already in use; the margin of employment must be lowered, 
either extensively to take in the use of technically inferior agents, 
or intensively to take in (by overtime or intensification of work) 
the inferior powers of agents already in employment. 

The grading so generally adopted for land-uses must be 
applied to the other factors, if we are to grasp the problem 
effectively. For this purpose we require to take a thoroughly 
“concrete view of the factors. As we lower the margin for land 
by taking in inferior acres or by cultivating more thoroughly 
(aud more extensively) existing land, as we lower the margin 
for labor by employing worse workers or lower (and costlier) 
powers of labor in better workers, so in grading capital we must 
consider the new machines and other plant which can be got 
from the investing public as “capital’’ which lies below the 
extensive margin of employment for the purpose of this industry, 
while a fuller and less economical working of existing plant and 
machinery will be a lowering of the intensive margin. 

All these cases, implying recourfe to technically inferior | 
agents or powers of production, imply a greater expenditure per | 
unit of the new productivity. The practical problem of distri- 
butation depends upon the respective rise and fall of these margins 
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considered with relation to the various applications of the law of 
substitution. 

A general expansion of demand for commodities forces every 
entrepreneur to fasten his eyes upon the units of the several 
factors just below the extensive and intensive margins, to con- 
sider which lowering to adopt in each case where an increased 
number of units of supply is essential, and, having observed the 
rate of fall in the margins of each factor, to consider how far 
his business can be reorganized so as to substitute a larger pro- 
portion of tiiose factors which can be got relatively cheap for 
that factor which is short in supply and therefore dear. Every 
change in general volume of production will by its reactions on 
the industrial arts and the organization of business, alter in 
many ways the proportions of the several factors which will be 
employed even on the assumption that the new increments of all 
the factors can be obtained at the same cost as the old increments; 
where, as will always be the case, some portions of the new 
factors will not be obtainable on the former terms, these reac- 
tions will be larger and more intricate. 

The upshot of any general expansion of production will be 
to increase the proportion of the aggregate product paid per unit 
for some factors in comparison with others. This will occur 
irrespective of whether the industry, taken as a whole, conforms 
to a law of increasing or of diminishing returns. In the former 
event, ability, labor, or capital will increase in varying degrees 
the proportion of the enlarged aggregate product which falls 
to them; in the latter event land will strengthen its position. 
Regarded from the composite marginal increment a surplus or 
scarcity rent will accrue to that factor of the composite unit 
which is relatively short, and this rent will be necessarily shared 
by all the other parts of this factor. As a rise in the rent of an 
acre of iand at the margin for any land-use gives a rise of 
differential rent to each acre above the margin, so is it with 
laborers cr with concrete forms of capital: an increase in the 
price of a unit of productivity in any one of these factors gives 
rise to differential rents in the concrete embodiments of these 
units of productive power. 
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The only real service of margins in a theory of distribution 
is as useful indices enabling us to note and measure any rise of 
these scarcity rents which signifies a shift in the proportionate 
distribution of the aggregate product. ; 

In Professor Clark’s “static” community, if based upon real 
conditions of industry, so far from getting rid of exploitation 
or unearned income, we should find one of the factors in a per- 
manently superior position, taking for its share the residue of 
the product after paying a bare wage of maintenance to the 
others. Jt would, however, be impossible to prove which factor 
was in this advantageous position under “static” conditions, 
for there would be no means of so separating the productivity 
of the factors as to show that the return to one of these exceeded 
its productivity. If land were actually in this position, it would 
be claimed, as the Physiocrats did claim, that every increase of 
the product beyond the maintenance of the other factors was 
due to the inherent productive powers of nature; if the entre- 
preneur held the place of dominance, all that he received might 
be attributed to the intense productivity of his thought and skill. 

When we turn to an actual dynamic industrial society, there 
is no reason to assért the permanent superiority of any one factor 
of production. Even if we confine our attention to the prevalent 
structural type of industry in advanced nations, where the entre- 
preneur’s ability buys and organizes units of labor, capital, and 
land for production, we are not at liberty to attribute to the 
entrepreneurs a general power so to restrict competition as to 
enable them to take and hold any surplus product left after the 
costs of the other freely competing factors are defrayed. In 
certain industries and in certain industrial societies land-owners 
may exercise a normal and a durable domination over the other 
factors, and what may appear to be a power of capital or of 
entrepreneurs will really rest on land-scarcity. In other new 
rising industrial communities capital may for a time be so far 
relatively short as to form the limiting factor of production; 
labor may for a season, or in certain trades, hold this position, 
using cheap abundant land and capital, and taking the surplus 
product in high salaries. ; 
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There is no warrant for Professor Clark’s view that in a 
dynamic society the gains arising from improvements in the arts 
of industry and the methods of business, held for a while by the 
entrepreneurs, must pass to the wage-earners as a permanent rise 
in their real wages. This theory is thus succinctly stated : 

Profit is the lure that induces improvement, and improvement is the 
source of permanent additions to wages... .. Dynamic theory has to show 
how great is the interval that induces the maximum rate of progress — how 
much entrefreneurs need, in the way of profit, in order to make them do all 
they can do to keep wages moving upward... . . The vast sums that today 
are accruing to the rich who do the marshaling of the industrial line, are 
bound, under static law, to add themselves with an increase to wages and 
interest. They add, themselves, moreover, chiefly to wages. (P. 412.) 

Now, this interpretation rests upon two assumptions: first, 
that these “vast sums” “accruing to the rich” are necessary 
costs of industrial progress; second, that the competition of 
entrepreneurs is such as to disable them from holding these 
gains and to compel them to hand them over as permanent addi- 
tions to wages. With regard to the first assumption, while it 
is true that some “lure” is required to induce entrepreneurs to 
invent or to adopt inventions and improvements in business, 
there is no reason to hold that the “vast sums”’ allocated to this 
purpose are economically applied. The amount of the gain 
which comes to a business man who adopts a new machine or 
puts on a new line of goods, and the duration of this gain, are 
chiefly determined by a variety of economic forces which have 
no direct reference to the minimum stimulus, or “lure,’’ which, 
as applied to the entrepreneur, is rightly considered a necessary 
cost of production. The change of business gives him a 
monopoly or a competitive advantage which is as large as he 
can make it, and lasts as long as he can hold it; and in many 
instances the gain vastly exceeds any payment necessary to evoke 
the change. Some gain is necessary, but the actual gain is 
determined by considerations of monopoly or scarcity. Then 
what is the ground for the second assumption, viz., that the 
entrepreneur class must hand over their gains to the workers? 
This will only occur on the supposition that the competition of 
entrepreneurs is keener and more persistent than that of workers. 
Is there any warrant for this supposition, either as regards 
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single trades or as regards industry taken as a whole? It is 
quite true that when large improvements take place in a particular 
manufacture, raising the profits of employers, more entrepreneurs 
will plan to enter the trade, will increase the output, lower 


prices, and so hand over the chief gain to “the consumer.” But | 
what right have we to identify the worker with the consumer, | 


or to feel confidence that he can hold in a rise of real wages this 


gain from a fall of prices? The workers in a single trade do | 


not, it is clear, get any considerable share of the value of the 
improvements in that particular trade. Do the workers as a 
whole get that gain? In order to answer this question fairly, we 
should take the case of a large general improvement of industrial 
method, for example, the application of steam or electricity to 
large fields of industry. Here the existing entrepreneur class, as 
a whole, is simultaneously put in possession of large gains from 
a variety of applications of the new power. Is there any economic 
force which shall bring into the field a sufficient number of new 
entrepreneurs to beat down profits, and so to expand the demand 
for labor in general as to raise its price? If, as Professor Clark 
assumes, the gains of improvements must pass chiefly to wages, 
he is bound to show that normally and necessarily, fluidity is 
greater and competition keener among entrepreneurs than among 
laborers. This he cannot show; the contrary is notoriously 
the case. Acording to his line of argument, the special profits 
of industrial improvements, though at first a necessary “ cost” 
or “lure” for entrepreneur ability, cease to be so and become 
a real element of surplus value. What is the nature of the 
power by which the workers can wrest this surplus from the 
entrepreneurs and add it as an “unearned increment ” to wages? 
For upon his analysis, when it passes to labor, it must be 
accounted an unearned increment. Professor Clark, indeed, 
suggests that the new “addition to the income of society”’ repre- 
sents in some way an increased productivity of labor by the time 
when the laborers have succeeded in getting it. 

Wages now tend to equal what labor can now produce, and this is more 
than it could formerly produce. When the full fruits of this invention shall 
have diffused themselves throughout society, the earnings of labor will equal 
the new standard rate. (P. 405.) 
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But, taking Professor Clark’s conception of the specific pro- 
ductivity of units of labor, there seems no ground for attributing 
to the increased productivity of labor a gain due in the first 
instance ex hypothesi to an output of the ability of entrepreneurs. 
There is, indeed, more reason in Mr. W. H. Mallock’s doctrine 
that this gain remains always of right the economic property of 
the entrepreneur, and that if the workers get it they are getting 
a dole from the earnings of ability. If a technical increase of 
the joint-product of a complex of ability, labor, capital, land, 
constituting a business, is attributed to the productivity of ability 
alone when it first occurs, how can it afterward be attributed to 
the productivity of labor? Are we to attribute anything anyone 
can get to his productivity? This apparently is what Professor 
Clark does here and elsewhere. He thus rules out ab initio the 
existence or the possibility of any surplus value or “unearned 
income.” 

Summarizing my criticism of this portion of Professor Clark’s 
theory of distribution, I should say: 

1. There is no reason to believe that the bulk of the 
“profit” of inventions and improvements is a necessary “lure” 
to progress. 

2. There is no reason to suppose that entrepreneurs cannot, 
as a body, hold for an indefinite time the bulk of this profit. 

3. li the competition of entrepreneurs is such as to oblige 
them to give up any part, or the whole, of this profit, there is 
no reason to suppose that labor rather than capital or land is 
able to take most of it. 

Finally, Professor Clark’s view of the function and income- 
taking power of the entrepreneur in a dynamic society seems 
to me defective in confining profit to this short tenure of the 
fruits of industrial progress. In most societies the entrepreneur 
class can and do make profit of another sort than this. The 
prime function of an entrepreneur is to buy units of the produc- 
tive powers of labor, capital, and land at a price which measures 
their separate productivity, to use his ability to make these 


* Strictly speaking, of course there is no “ separate productivity.” By “ sep- 


arate productivity,” however, here is meant the productivity which the owner of 
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units co-operate so _as to produce an aggregate productivity 
larger than the addition of these separate productivities and to 


take for his share this difference. If the competition of entrepre- 


neurs were not only absolutely fluid but unlimited in quantity, 
this “ difference’’ between aggregate and separate productivity 
would be cut down to the minimum “cost” of the ability of the 
entrepreneur in performing this organizing work, and no element 
of what may be called “pure profit’? would emerge. Under 
such competition of entrepreneurs the gain of co-operative over 
separate productivity would pass to the owners of whichever of 
the factors were in a position of natural or artificial scarcity, 
i. e., admitted less fluidity and freedom of competition than the 
others. 

Normally speaking, the competition of entrepreneurs is not 
thus free and keen. Over a large proportion of the field of 
activity, partly by preoccupation of markets, partly by superior 
experience in special lines of business, partly from superior 
access to sources of supply or to the use of capital, partly by 
express or tacit agreements, entrepreneurs have restricted effec- 
tive competition among themselves, and are to that extent in a 
stronger position to buy in an open market units of land, capital, 
or labor-power. This power of the entrepreneur class is the 
most distinctive feature of the economic structure in the more 
highly developed nations, and is largely fed by those great 
improvements in transport which have taken place in the last 
few decades. Improved, enlarged, and cheapened transport has 
strengthened the position of the entrepreneur by placing at his 
clisposal enormous new supplies of land, labor, and capital in less 
developed countries, without increasing in a corresponding degree 
the effective supply of entrepreneurs. The entrepreneur class ot 


a single unit or other small quantity of a “ factor” could get out of it by using 
it himself to form a separate business. A laborer’s “ separate productivity” will 
signify what he could make as a “ jobbing” laborer, or, where “ free land” is 
available, what he could make by this alternative employment on his own account. 
So with a unit of capital, its “separate productivity’ is what its owner could 
make out of its use in a little independent business of his own. An entrepreneur 
tries to buy his units of labor and capital at this price, and if there is not as 
keen a competition among entrepreneurs who buy as between laborers and capital- 
ists who sell, he gets his units at about this price. 
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a few highly developed nations is enabled to exploit great new 
supplies of cheap factors of production. No doubt in proportion 
as education, business training, and access to capital are open to a 
larger number of the population in advanced countries, and as the 
spread of industrial civilization brings the backward exploited 
nations nearer to the level of the advanced nations, this power of 
the entrepreneurs may be reduced, and portions of their gains 
may pass, not necessarily to labor, but to whichever of the other 
factors can establish a relative scarcity and so raise the price of 
each of its units of supply. 

But it is important to recognize that, in modern industry, 
behind and in addition to this dynamic advantage of taking in 
profits each new increment of industrial improvement as it arises, 
the entrepreneurs over a large part of the industrial field enjoy 
a static advantage in buying units of labor and capital cheap and 
in selling the product of their co-operative use so as to take in 
profits of a large difference. In some parts of the industrial field 
limitations of raw material or space enable the landowners to 
cut down and divert much of this gain: less frequently capital or 
labor, specially protected by local or industrial circumstances, 
encroaches similarly on the power of the entrepreneur. But even 
if we stopped the springs of progress, and set industry in a 
“ static” position, we should find that “ profit,” as distinct from a 
competitive payment for organization, secured for entrepreneurs 
a large proportion of the aggregate wealth. 

Normally, at the present stage in the evolution of world- 
industry, there is reason to believe that the largest share of the 
increase of world-wealth due to improved co-operation —or, in 
other words, to social production — passes to entrepreneurs first 
as profit, afterward as interest on an ever swelling fund of capital 
which is so closely welded into the entrepreneur’s dominion 
as to form an inseparable part of it, and that the smallest share 
passes to manual labor. In Great Britain, in the United States, 
and perhaps in certain continental countries of Europe, the truth 
of this generalization is obscured by very considerable advances 
in wages and standard of comfort of most grades of working- 
men. But these rises of wages among large classes of certain 
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nations are quite consistent with the conclusion that labor is 
the weakest factor in the assertion of its claim in the increment 
of world-wealth. 

In Great Britain the modern methods of industry which have 
brought the great majority of workers under the conditions of 
city life, and have set large masses of them to do skilled respon- 
sible work in co-operation with machinery, require a more expen- 
sive standard of comfort as an economic “cost.” The work 
done today could not have been got out of the miserable half- 
starved population of eighty years ago. This recognition 
of “the economy of high wages” has been reinforced by a 
humanitarian pressure of public opinion, assisted by industrial 
and sanitary legislation. The great increase of public and semi- 
public employment, in which political and other social considera- 
tions have operated to raise wages and shorten hours, has 
materially assisted, both directly and as an educative force in 
popular sentiment, to raise the level of conditions of employ- 
ment. The organization of labor, rising earlier or advancing 
faster in certain trades than the organization of employers, has 
for a time enabled large groups of skilled workers to keep their 
supply ot labor relatively scarce and by collective bargaining 
to force up the price. Where profits have been high, as in cer- 
tain rapidly expanding industries, supported either by a practical 
monopoly of a home market, as in the coal, building, and printing 
trades, or by great advantages in foreign trade, as in the engi- 
neering end shipbuilding trades, it has been possible by skilled 
collective bargaining to extort concessions in the shape of higher 
wages out of the profits of the trade. 

Finally, it must be borne in mind,-a large and ever-growing 
proportion of entrepreneurs’ profits in Great Britain are drawn 
from foreign industry, either directly by setting masses of 
workers in backward countries to work with British capital 
and under British management, or indirectly by exchanging 
British goods produced by comparatively high-paid labor for 
foreign goods produced cheaply. The relative strength of the 
British employers may be less than formerly as compared with 
home labor, but any loss of exploiting power at home may be, 
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and probably is, more than compensated by an increased exploita- 
tion of new large areas of cheap unorganized labor in other 
parts of the industrial world. This expansion of the area of 
cheap labor along with a rise in the wages of organized skilled 
labor is applicable also to the United States, except that a greater 
proportion of the cheap labor out of which a large margin of 
entrepreneurs’ profits is obtainable, is drawn into the United 
States to be exploited there instead of remaining in foreign 
lands. 

There is no reason to suppose that in recent industrial enter- 
prises labor as a whole possesses the power to bargain with the 
entrepreneur upon conditions which secure for it a larger share 
than formerly of the increased product due to inventions, 
improved administration, and other economies. Taking the 
whole industrial field into consideration, we should find that over 
most of it free, constant, effective competition was far more 
restricted among entrepreneurs than among laborers. The 
entrepreneur as buyer of units of labor-power, and even of 
capital, is usually stronger than the seller of these units, and there 
is no security of such close competition among entrepreneurs 
as shall oblige them so to reduce the prices of the commodities 
they sell to consumers as to hand over to the latter the gains 
they make from the cheap purchase of units of productive power. 


J. A. Hopson. 
LIMPSFIFLD, SURREY. 
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THE PANAMA CANAL PAYMENT. 


THE payment by the United States government for the 
Panama Canal property was the largest single international pay- 
ment in the nation’s history and one of the largest payments ever 
made within so short a space of time. The financial operations 
attending this transaction are therefore of more than ordinary 
interest, and I have set forth in the following pages the manner 
in which they were executed without interfering at all with the 
country’s business and without any appreciable disturbance in our 
own money markets, while actually serving materially to relieve 
those of the European centers. 

It will be recalled that when the preliminary negotiations for 
the canal property and franchises were completed, the govern- 
ment of the United States entered into an agreement to pay the 
French Panama Canal corporation the sum of $40,000,000 for 
all its right, title, and interest in the enterprise, and to the newly 
created republic of Panama the sum of $10,000,000, for the 
requisite territorial concession under which our government was 
to have complete control of the canal zone. Of this latter sum the 
government of Panama, having immediate use for only a small 
part of the cash, concluded to leave $9,000,000 temporarily 
invested in the United States; hence, although the acquisition of 
the canal property called for the disbursement of $50,000,000, 
the sum to be paid abroad was only $41,000,000, and of this only 
$40,000,000 was payable in Paris. 

It was determined by our government to make this large dis- 
bursement without resort to the sale of bonds authorized for 
purposes of the canal by act of Congress, the net available balance 
in the Treasury, which, as is seen in the following table, stood 
above $226,000,000 on March 5, 1904, having been deemed 
sufficiently large to meet the requirements. 

Since, however, nearly $155,000,000 of the balance was on 
deposit in those national banks designated as depositories of public 
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TABLE I. 
THE TREASURY BALANCE AND ITS LOCATION.* 
(In Millions of Dollars.) 


| | In National 
| (Gables Balance | Se Aside Bank De- 
| 311.4 85.2 226.2 13.8 57.5 154.9 
312.7 86.4 226.3 13.9 56.7 155.7 
March 19..... 309.3 $4.1 225.2 13.5 56.7 155.0 
eee |} 312.5 87.9 224.6 13.8 55.6 155.2 
| 311.8 $7.2 224.6 14.2 153.2 
Qin veins 315.0 | 88.1 226.9 15.2 50.7 155.0 
| 308.4 | 86.7 221.7 $4.2 52.5 154.9 
April 23......+..+-] 303.7 84.2 219.5 52.7 51.5 155.3 
| 303.4 $4.3 219.1 13.5 49.9 155-7 
303.8 86.0 217.8 13.9 48.8 155.1 
eae | 262.0 86.3 375.7 14.1 45.8 115.8 
| 258.4 94.0 164.4 13.0 36.3 115.1 
| 247-3 $3.9 163.4 14.0 43.2 106.2 
| 252.2 88.2 164.0 13.0 44.2 106.8 


* The Treasury in its statements treats outstanding drafts, and similar obliga- 
tions payable on demand, as “current liabilities,’ and these are hence deducted from 
are balances held in banks for dis- 


the gross balance. The amounts “ set aside’ 
bursing officers and the Philippine treasurer’s funds, subject to their checks, and 
hence not available for general purposes. 

moneys, throughout the country, and nearly $14,000,000 was 
otherwise disposed of, leaving only about $57,000,000 net cash 
in the Treasury, it became necessary to draw upon the depository 
banks to effect the payment. 

Accordingly Secretary of the Treasury Shaw early in Feb- 
ruary, 1904, notified the banks in question that a portion of the 
public moneys held by each of them would be needed; and that 
he would require the depositories outside of New York city to 
transfer their quotas to designated depesitories in that city so as 
to enable him to have the funds at his immediate disposition, at 
one point, upon short notice. At that date the secretary estimated 
that the banks would be called upon to provide $30,000,000; later 
he concluded to call the full $50,000,000. 

After due consideration of the ways and means of making the 
payment in Paris, the government determined to accept a preposal 
of Messrs. J. P. Morgan & Company, of New York, a house 
which has branches in Paris and London, to manage the opera- 
tions upon terms which would not only obviate expense to the 
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government, but might even yield it a small profit. The same 
house had been appointed fiscal agent for the republic of Panama, 
and the Paris branch represented the interests of the owners of 
the larger part of the canal corporation’s shares. 

On March 4 Secretary Shaw notified the interior depositories 
that the first instalment, equal to 20 per cent. of their public- 
money holdings, must be in the New York depositories on or 
before March 25. 

As usual during this season of the year, the country banks had 
large balances with their reserve agetits in the metropolis; indeed, 
their balances were very nearly the largest on record and were 
increasing steadily by remittances of the surplus cash of the 
interior banks; hence these transfers, although aggregating about 
$19,500,000, were readily accomplished by means of drafts, with- 
out disturbance; the sole indication that the transaction was 
perceptible was a rise in the rates of exchange on New York at 
(Chicago and other western points. 

A delay, not eutirely unexpected, occurred in the final adjust- 
ment in Paris of certain legal questions concerning the canal 
corporation, and the funds of the government were not drawn 
upon for more than six weeks after the transfers of the first 
instalment of public moneys to New York were completed 
(March 25 to May 10); the New York city depository banks 
therefore held the sum during that period, which enabled them 
largely to increase their loans; the amount of the loans of all the 
metropolitan banks exceeded one billion dollars for the first time 
in their history, and deposits also reached the highest figures on 
record (Table I1); interest rates for money repayable on call 
fell as low as one-half of 1 per cent. per annum and for com- 
mercial paper to 334 per cent. (Table III). 

During February and March the foreign exchange bankers 
gave studious attention to the conditions of the exchange market, 
with the view to effecting the remittances for the canal payment 
in such a manner as to cause the least possible degree of. uneasi- 
ness. It was soon made manifest that the transaction could not 
be consummated without the actual export of gold, and prepara- 
tions were made accordingly early in April. 
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TABLE II. 
THE ASSOCIATED BANKS OF NEW YORK CITY — WEEKLY STATEMENT OF AVERAGE 
CONDITION. 
(In Millions of Dollars.) 
| Cash RESERVES Net 
| Tp! 
Wane Exomc toons Deposis 
Specie | Other | Total | terior ** 
| 999.9 | 1040.6 | 219.2] 70.9 | 290.1| 29.9 | 39.1 | 4.1 
| 997.4 1037.3 | 219.2] 70.1 | 289.3] 29.9 | 39.5 | 2.2 
eee | 998.9 1037.0 | 217.3] 69.3 | 286.6 27.3 | 40.5 | 2.4 
March 26......... | 1007.9 1048.7 | 217.7] 71.9 | 289.6| 27.5 | 45.9 1g 
| 1022.7 1069.4 | 223.4] 71.7 | 295.1 | 27.8 | 56.1 9.8 
1058.5 1085.5 | 223.1! 71.2 | 294.3 25.8 
April 16. ous) 0063.2 1097.1 | 228.8] 72.8 | 301.6| 27.3 | 56.2 | 4.1 
de: ere | 1046.4 1109.4 | 236.2] 75.3 | 311.5| 34-2 | 56.2 | 6.3 
a de eee | 1049.6 1114.4 |235.2| 76.5 | 311.7] 33.1 | 56.2 | 4.6 
oe Er 1071.0 | 1131.7* | 230.6| 75.0 | 305.6] 22.7 | 56.1 | 4.9 
| 1078 9* | 1129.6 | 218.1 | 77.1 | 295.2] 12.8 | 32.9 | 6.4 
1056.6 | 1100.6 210.1 | 78.1 | 288.2] 13.0 | 26.8 | 7.4 
TEE 1040.5 | 1098.9 | 223.3] 81.1 | 304.4! 29.7 | 24.9 | 8.2 
EY aS | 1036.5 | 1098.8 (220.6) 79.8 | 306.4| 31.8 | 23.4 | 7-7 
TABLE III. 
INTEREST RATES, NEW YORK, CHICAGO, LONDON, AND PARIS. 
New York CHIcAGo Lonpon Paris 
WEEK OF | 
(1904) 7 | Call |Commercial| Call Time | Bank | Open | Bank | Open 
Money Paper Money | Money Rate | Market} Rate | Market 
| 
March §.......... | 13-2 | 4%-5 5% | 6 4 3% | 3 | 2% 
sh ee | 134-2 | 4%-5 5 6 4 3 i 3 2% 
| 134-2 4%4-4% | 6 4 3 3 2% 
March | 14-13% | 4@-4% | 5% 4 2% 3 2% 
14-14% | 4 -4%] 5% 4 2% 3 2% 
11%-1% | 4 -4% | 5 5% 4 23 3 2% 
eee | 1%-1% | 33-4 5 5% | 3% | 2% 3 2% 
1%-1% | 34-4 4% 5% | 3 2% 3 2% 
3% | 4% 5% | 3 2% 3 2% 
May 7..... .| %4-1% | 33-4 4 5% | 3 2% 3 | 2% 
| 1 -2&% | 2 3 
ee I -2% | 34-4 4 4% | 3 2 3 2% 
|r -13 | 3%-4% | 4 4% | 3 2 3 21 
|} 1 -1% | 34-44% | 4% 5 | 3 2% 3 2 


* Highest totals on record. 

** Financial Chronicle’s compilation. 

The’ New York city bank statement does not reflect the condition on the 
dates given, but the averages of the daily condition for the week. 

The surplus reserve is the amount of cash held in excess of the 25 per cent. 
fixed reserve upon deposits. 

The U. S. deposits are also “ averages;” for the purpose of comparison the 
official reports show that the banks held $38,800,000 befcre the transfers from 
interior banks, and $58,200,000 afterward; having received, therefore, $19,400,000. 
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The exchange situation was as follows: That for several 
months previously, and then continuing, there had been a marked 
falling off in our exports, particularly of breadstuffs and cotton, 
is shown in Table IV, and the prices of these staples had risen 
materially. lor the four months ending April 30, 1904, the 
exports of breadstuffs showed a decrease of nearly $30,000,000, 
compared with the same period in 1903; and while the exports 
of cotton for the same period showed an increase of $5,500,000 
in value, due to the abnormally high prices, the quantity exported 
was 385,000 bales less than in the previous year. 

TABLE IV. 


FOREIGN TRADE CONDITIONS. 
(In Millions of Dollars.) 


MERCHANDISE AND SILVER Gotp 
MonrtTHS 

Imports Exports Balance * Imports Exports 
December, 1903...... 79.9 181.3 101.4 17.2 £.§ 
January, 1904........ - 85.2 146.8 61.6 8.2 0.6 
93-4 124.0 30.6 8.9 9.3 
ee eee 85.7 113.7 28.0 10.3 19.5 
82.4 94.9 12.5 10.5 43.1 


* Excess of exports. 

On the other hand, our imports, which had shown a tendency 
to diminish in the latter part of 1903, were again increasing; so 
that the visible international movement was unfavorable, and 
with the invisible movement also against us (due largely to the 
absence of a market for our securities in foreign centers), very 
little, if anything, remained of the balance favorable to us which 
it was generally admitted existed in the latter part of 1903. In 
fact, it was believed that the return of American securities had 
by March placed us largely in debt to London on current balances. 

Furthermore, in December, 1903, a movement of gold from 
Japan to our Pacific ports, almost all for transfer to London to 
pay for war material, had begun, continuing indeed until May, 
1904, and aggregating more than $34,000,000, which compelled 
the use of drafts against our credits. The gold was deposited in 
our government mint offices in San Francisco and Seattle, and 
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the value thereof paid out by the New York Sub-Treasury upon 
telegraphic orders. The Japanese banks used this method of 
making payments in London for the reason that the facility of 
telegraphic transfer across our continent shortened the time of 
transit fully ten days, compared with the ordinary mode of send- 
ing specie by steamers via Suez. 

Hence there were no substantial credits abroad against which 
bills of exchange could be drawn; the creation of new credits 
by means of commercial bills against exported commodities was 
very limited; our securities were not in favor abroad; per contra, 
the demand for bills was active; rates were exhibiting a rising 
tendency; bankers were looking forward to the usual needs for 
travelers’ letters of credit in the early summer. 

Nor was it practicable to establish large credits by borrowing 
abroad, a method frequentiy made use of by means of “ long”’ 
bills of exchange (payable in three or four months and accepted 
for discount in London or Paris). Discount rates in London 
stood at 4 per cent. at the Bank of England, the open market rate 
fluctuating actively about 3 per cent.; in Paris the rate of the 

sank of France was 3 per cent. and the open market only a little 
lower; whereas in New York call money ruled steadily at 134 to 
2 per cent. (Table III). Demands for certain large domestic 
loans were presently looked for in the British money center, and 
both there and in Paris bankers were already studying measures 
to accommodate Russia and Japan with funds wherewith to 
prosecute the war in the far East, which it was estimated would 
cali for $210,000,000. Paris banks, which expected to carry the 
greater part of this burden, were withdrawing their loans in 
England, which were unusually large, and actively bidding for 
gold in London, buying almost all that arrived there from South 
Africa and Australia; the Bank of England protected itself 
against drafts upon its own gold reserve only by maintaining, 
almost forcibly, a 4 per cent. rate. The anomaly was thus pre- 
sented of gold flowing away from a money center where the offi- 
cial discount rate was 1 per cent. higher than at the center to 
which the gold was exported. 
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Obviously no substantial sum could under these circumstances 
be borrowed by us in Europe. 

Moreover, conditions in this country were quite favorable to 
making the Panama payment in cash. The supply of money in 
circulation had increased in the twelve months ending March 31, 
1904, by nearly $165,000,000, and of this increase $115,000,000 
was in gold, as Table V indicates. 


TABLE V. 

THE VOLUME OF MONEY IN CIRCULATION. (THE SUPPLY OUTSIDE OF TREASURY 
VAULTS. ) 

(In Millions of Dollars.) 


. In NATIONAL In New York 

April 1 April 1 June x Aprilg | March 28} April 4 | April 2 

1903 1904 | 1904 1903 | 1904 

‘ | | 
Gold coin 984.9 | 1100.2 | 1095.5 | 314.9 | 381.7 | 158.1 | 223.4 
certificates 

Other forms......... 994.0 | 991.6 | 982.1 | 222.9 | 237.5 66.2 78.7 
Totals. ........+ | 2958-7 | 2586:6 | 2909.3 | 5962.4 | | 224.3 | 205.2 
Increases....... 164.9 $2.3 70.8 


* The official statement of the national banks for June 9, 1904, shows cash 
holdings of $689,000,000, of which $391,000,000 was in gold, indicating a further 
accumulation of money in bank vaults. 

More than the ordinary spring inactivity in trade was appar- 
ent. Clearing-house transactions, which quite accurately reflect 
the volume of general business, were steadily diminishing; not 
only as compared with the previous vear, which showed a falling 
off of nearly 9 per cent., but actually month by month, as may be 
seen from Table VI. 

The greater portion of the decrease was, it is true, in the 
transactions in New York city, largely due to diminished share 
sales; but almost all other points showed a general decline, the 
exceptions being Chicago and New Orleans, where the active 
speculation in grain and cotton, due to the rising prices, caused 
an increase, and San Francisco, which owing to its location is 
not so speedily affected by untoward conditions. The railway 
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TABLE VI. 


THE COUNTRY’S CLEARINGS AND NEW YORK STOCK EXCHANGE TRANSACTIONS. 


| SALEs oF Stocks SAEs or Bonps 
CLEARINGS | 
(in Millions) | Number of Shares Values Par Values 
| | (000’s omitted) (Millions) (Millions) 
1904 | 1903 | 1904 | 1903 | 1904 | 1903 | 1904 | 1903 
9.436 .| 11,089 12,263 | 16,001 666.9 | 1204.6 | 80.5 66.8 
Rr ONne: aa 8,469 | 8.787 | 10,922 §00.0 | 835.1 36.0 64.2 
8.383 9.582 | 11.441 | 15,095 654.0 | 1132.5 46.1 51.9 
9 581 | 8,205 | 12,293 439.4 goo.o 58.8 48.7 
May 8,216 9,118 | 5.290 12.468 288.0 gor.5 | 37.6 52.1 
42,058 | 47,839 45,986 66,779 | 2548.3 4973.7 | 259.0 | 283.7 


Average values 1903, per $100 share, $78.90; per $1,000 bond, $gI9. 
Average values 1904, per $100 share, $59.50; per $1,000 bond, $813. 


Decline - - - - $19.40 : $106. 
companies of the country reported a falling off in net earnings 
for the first quarter of 1904, compared with 1903, of more than 
$16,000,000. 

Money was accumulating in the financial institutions; the 
national banks, according to their official reports for March 28, 
1904, alone held $82,000,000 more in cash than they had a year 
before, and, measured by these official figures, it may be assumed 
that the cash holdings of other such institutions (which cannot 
be officially stated) had increased correspondingly; so that prob- 
ably 75 per cent., or $123,000,000, of the increased money supply 
was lodged in banking vaults, of which New York city institu- 
tions held over $71,000,000. In short, there is conclusive evidence 
that the supply had run ahead of business needs. This was 
reflected in the low interest rates. 

Nor had the plentiful supply of low-rate money been followed, 
as it usually is, by an increase in speculation; the deterring influ- 
ence upon both speculators and investors of overloading the mar- 
ket with a mass of securities of uncertain value, in the large 
capital flotations effected during the past few years, is shown by 
the remarkable falling off in the volume of transactions in the 
New York Stock Exchange (Table VI). The reported sales of 
shares from January I to May 31, 1904, aggregated in number 
less than 46,000,000 against 66,779,000 for the same period in 
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1903; the average market value per share declined from $78.90 in 
1903 to $59.50 in 1904. Sales of bonds diminished from 283,700, 
average value $919 to 259,000, average value $813. The specula- 
tive operations in grain and cotton alone showed larger than the 
year before. 

We had thus a practical illustration of the effects of a plethoric 
supply of money, due to a large addition to the volume accom- 
panied by a relative, even though not very pronounced, stagnation 
in business, viz., falling interest rates and rising exchange rates; 
but owing to special causes the security market did not exhibit the 
rising tendency following low money rates. 

All the conditions taken together were reflected in the market 
rates for exchange on Paris, which ruled very near the gold 
export point throughout March, reaching that point in April, as 
the table of exchange rates shows. Ii is beyond question that 
we should have exported gold quite largely in April and May, 
even if the demand in connection with the Panama Canal pay- 
ment had not arisen. 


TABLE VII. 


EXCHANGE RATES. 


New York on Lonpon | New York on Paris Cuca 
$4.86% = £1 | fr. 5.1826 Parison | 
(1904) | f, 25.221=> £1 
Demand Long | Cables | Demand Long per $1,000 
March 5.......| 4-864-67 4-835-40 4-869-72 5.16% 5.183% | 25.16%-16 20 ¢ disc, 
65-68 38-41 65-71 16% 18% 17 -16 
65-70 40-44 69-72 164% 184 15 15¢prem. 
43-40 72-73 1554 18% 1444-14 tog 
71-74 44-48 74-76 15% 18 14'¢-134 | 20g ‘“ 
72-74 47-49 74-78 1556 17% 14 -13% | as¢g ‘* 
73-74 48-51 76-78 1556 174 14 -134 | 35¢ “* 
73-75 51-54 75-78 15% 174% 139-124 | ‘* 
69-73 49-53 71-75 15% 8 -10 
May 7 . 69-70 49-50 71-72 155% 18 ase 
69-70 49-51 71-72 15% 11%-10% | 35¢ “ 
66-70 4€-51 69-72 155% 17 104 qog 
2. 67-72 47-54 69-71 155% 16% 4og 
72-75 54-55 74-77 1558 16% 144-124 | 


Exports of gold began on April 7, with three shipments of 
United States assay-office bars amounting to about $3,000,000. 
It may be noted here that nearly all the exports of the period 
under consideration were inade in such bars, only $6,250,000 
having been in the form of coin. These bars are prepared espe- 
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cially for export, and run about 400 oz. in weight, 995 one- 
thousandths and upward in fineness. Bars are preferred to coin 
for shipment abroad, because gold is taken by weight and fineness 
at its destination and the abrasion in the case of bars is practi- 
cally a negligible quantity; coin obtained from banks or the 
Treasury is not always new (nor absolutely full weight); and 
even when new, it suffers a small diminution in value by abrasion 
in transit, which might be sufficient to deprive the shipper of his 
profit and at all events renders accurate calculations impracticable. 
Shippers obtain these bars by paying the assay office a charge of 
4 cents per $100 of value, a premium of four one-hundredths of 
I per cent. 

The exports of gold, the figures for which are given in 
Table VIII, made April 7 to 21, inclusive, and amounting to 
nearly $6,000,000, were, in the absence of immediate demand 
for the Panama payment, presumably due to the obligation to 
transfer to London the Japanese remittances mentioned above; 
but the shipments could not have been made profitably to London 
direct at the rate at which sterling exchange (bills on London), 
was selling on any of the dates of the shipments. 


TABLE VIII. 
THE GOLD EXPORTS IN DETAIL, 


(Amounts in Millions of Dollars.) 


| APRIL, 1904 MAy, 1904 June 
EXxPoRTERS | 
| 7 12-t4| 21 | 26-30/ 3-7 | 12-14|17-21| 26-30} 2 
| 1.5 | 2.0 | 2-5 2.3] 0.6 
P, Morgan & Co.. | 3-5] 40] 6.0] 6.2] ... 19.6 
National City Bank. wind 2.0} 2.0] 0.5 4.5 
Ladenbur . Thalmann & Co. | GE) G8 1.0 
Baring, Magoun & Co.. | 0.5 
| 2.9 1.5 1.5 12.8 | 9.3 | 14.0 | 15.5 | 2.8] 0.6 | 60.9 


The amount of bullion shipped was $54,641,000 

The amount of coin shipped was 6,250,000 

$60,891,000 
The “ gold export point ” — or, as it is more generally termed, 
the “ gold point’ —is the rate at which bills of exchange may be 
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sold to exactly cover the cost of a shipment; a fraction of one 
thirty-second of 1 per cent. above that point, by way of profit, 
will usually cause gold to go out. 

The rate referred to is that for bankers’ bills or drafts payable 
at sight, which ordinarily depends in large measure upon the 
supply and demand (hence the rate) for commercial bills (drafts 
against commodities exported), which, being usually drawn pay- 
able in sixty or ninety days, require discounting and therefore 
range several points below the first-named class. Bankers pur- 
chase the commercial bills and have them discounted abroad, 
drawing their own bills payable on demand, against the proceeds. 

The actual cost of transferring bullion to London or Paris 
is now less than formerly and is usually figured under one-fourth 
of 1 per cent. (say from .22 to .24 of 1 per cent.). The items 
are as follows: 


Charges for assay-office bars - - .04 per cent. 
Freight and handling - - - .13% to .14 


.22 to .24 per cent. 


To this must be added interest on the money while in transit, 
whether paid by the shipper or the consignee. With money at 2 
per cent. the interest charge adds .04 to .05 per cent. to the 
expense, making a total of from .26 to .29 per cent.; actual ship- 
ments to London show a cost of slightly under .27 and to Paris 
.275 percent. As interest rates rise or fall the expense necessarily 
increases or diminishes. 

The exact equivalent of £100,000, containing 25,682 ounces 
of gold, 91624 one-thousandths fine (the British standard), is 
$486,666.6624 ; adding the expense of transmission (.27 per cent. 
=$1,314) gives the cost of laying down that amount of gold 
in London — $487,980.66. 

The exact equivalent of an ounce of British standard gold is 
77 shillings, 1043 pence; there is, however, seldom an opportunity 
to sell gold bullion or bars in London at par; for although it can 
be converted into coin of the realm at the British mint free of 
charge, yielding the exact equivalent, there is always a delay, 
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which means loss of interest. Therefore the Bank of England 
buys gold bars at all times at the rate of 77 shillings 9 pence per 
standard ounce, charging 1% pence the ounce for the accommoda- 
tion; but in the open market a slightly better rate is frequently 
obtainable. ‘Thus by April 7, owing to the active French demand, 
the price had riser to 77 shillings 10% pence. The difference 
between the market price and the mint rate of 14 pence per ounce, 
calculated upon the 25,682 oz. standard gold in £100,000, means 
a charge of 6420.5 pence or $75.10, bringing the total expense 
of the actual delivery of £100,000 to the London banker to 
$488,055.76. 

In order to recoup himself the New York exporter must hence 
sell his sight drafts on London at above $4.88 per pound. Refer- 
ence to the rates of exchange in Table VII will show that at no 
time during the entire period could such drafts be sold at a rate 
higher than $4.875, and at most of the time rates were sub- 
stantially lower. Transfers by cable, which are used to effect 
immediate payments, the charge for which is always a fraction 
higher than for sight drafts, were also under the rate necessary 
to repay the expense of a shipment. 

Another factor entered into the operation however, viz., the 
rate of exchange on London at Paris. The theoretic par between 
these points is 25 francs 22.1 centimes to the pound. When the 
rate is below a certain figure it is possible to remit gold from 
New York to Paris for investment there in bills upon London, 
with which to establish a credit at the latter place, against which 
bills may be drawn in New York at rates lower than the prevail- 
ing sterling “gold point.” In such a “triangular operation,” a 
debt due by London to Paris is paid in specie by New York, 
which in return recoups itself by drawing upon London; or a 
debt due by New York to London may be paid by a remittance of 
gold to Paris. 

The calculations are substantially as follows: £100,000 or 
$486,666.66 contain 23,542.31 oz. of fine (pure) gold; the 
Paris mint pays 3,444 4-9 francs, less a coinage charge of 7 4-9 
francs = 3,437 francs, for the kilogram of fine gold, or 3,437 
francs per gram; hence the net yield of an ounce of fine gold is 
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106 francs 90% centimes. (The Bank of France ordinarily 
charges a small premium for cash on bullion purchased, but dur- 
ing the special demand prevailing, gold was paid for at the price 
named.) The 23,542.31 fine ounces would thus bring 2,516,- 
790.65 francs. To purchase with this sum £100,000 in drafts 
upon London would give a rate of say 25 francs 1634 centimes 
to the pound. 

But on April 7 the Paris rate on London was 25 francs, 14 
centimes; hence, with the above-mentioned proceeds of the sale 
of the gold in Paris, there could have been purchased drafts on 
London for £100,111. The cost of a shipment to Paris would be 
higher than that to London by, say, .005 per cent., which would 
mean on a shipment of the equivalent of £100,000 an expense of 

24.33 more than that to London as stated above, or $488,004.99. 
Dividing this cost by the number of pounds sterling thus obtained 
(100,111) gives the rate for £1, viz., $4.8746, at which rate 
cable transfers could have been sold in New York on April 7. 

By means of the existing credit relations shipments can in 
most instances be made available for cable transfers, thus enabling 
bankers to take advantage of the rates at the moment of the 
transaction; in this instance, however, it was well known that, 
owing to the pressing demand for gold in France, the tendency of 
the Paris-London rate was downward, so that exporters of gold 
at New York were assured of a profit from the operation. When 
the rate declined to 25 francs, 11 centimes and lower, as it did at 
the end of April, continuing during May, it is obvious that 
exports under the “triangular operation” were profitable with 
sterling exchange rates as low as 4.87 and 4.8656 to the pound; 
hence very considerable exports were made independent of the 
Panama Canal payment. 

The calculations upon which direct New York-Paris trans- 
actions are based are as follows: The gold in one dollar is 
exactly the value of 5.1826 francs; deducting the French mint 
charge gives the actual parity 5.1714 francs; deducting the 
expense of transfer, .275 per cent., gives 5.1573 francs as the net 
equivalent per dollar. 

Taking now the proceeds of the sale of the above-mentioned 
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theoretic shipment of gold, 2,516,790.65 francs and the expense 
thereof, $488,004.99, we obtain the rate of 5.1573 francs to the 
dollar as stated; but the rate for Paris exchange in New York on 
April 7 (5.155¢) gave 5.15625 francs to the dollar, leaving a 
small margin of profit, cable transfers of course yielding a slightly 
larger gain. 

An actual transaction early in April resulted thus: $1,000,000 
shipped to Paris produced at the rate of 5.1573 francs to the 
dollar, against which cable transfers were sold at 5.1540, leaving 
a profit of .0033 of one franc per dollar, equal to about $637, or 
1-16 of 1 per cent., for the shipment. 

The Paris-London rate and the New York-Paris rate 
expressed concretely the conditions which facilitated the trans- 
fer of the Panama payment. Money was cheapest in our center; 
Paris required actual gold and stood ready to pay more for it 
than London or New York; hence the gold went from New 
York to Paris, but the indebtedness of London to Paris was 
utilized by New York to save expense. 

To pay $40,000,000 in Paris free of all charge to the payees 
meant the delivery of 207,304,000 francs net; but $40,000,000 
at the rate at which shipments brought after paying all charges 
(5.1573 francs to the dollar), would produce only 206,292,000 
francs, or 1,012,000 francs less than the required sum, equal to, 
say, $196,200. By purchasing bills upon London, however, at 
25 francs 10% centimes to the pound, the proceeds of the ship- 
ments would bring £8,217,167.89, which, converted at $4.868 to 
the pound, would give $40,001,173.29. Demand sterling bills, 
and particularly sterling cable transfers, sold above that rate in 
New York during the period of the exports. The formula is 
substantially as follows: 

£1,000 drafts cost in Paris 25,105 francs. 
25,105 francs, at 5.1573, cost $4,868. 
£1,000 drafts in New York brought $4,868. 

While the Paris-London rate was not continuously at the 
figures used in this calculation, the sterling cable rates at New 
York were constantly above 4.868. 

Taking the mean of the average weekly rates for Paris- 
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London drafts for the period of the active exports connected with 
the Panama payment (from the week of April 30 to that of May 
28 inclusive), we obtain the rate of 25 francs 11.1 centimes; the 
rate at New York upon Paris remained stationary; the mean of 
the average rates for demand sterling produces 4.8695 and that 
for cables 4.8713. Dividing the mean Paris-London rate by the 
stationary New York-Paris rate gives 4.8690. If we assume that 
the sales of sterling were about equally divided between demand 
and cables, the average rate obtainable would have been 4.8704, 
which would indicate an apparent profit of .14 of a cent per 
pound, or $11,503.80 on the £8,217,000. 

But the shipments were so timed, and the bills so bought and 
sold, that the supposition is warranted that a rate slightly lower 
than the average above mentioned was paid for London bills at 
Paris, and that sterling sold at New York for slightly better: than 
an average of 4.8704. An average Paris-London rate of 25 
francs 10.8 centimes would mean 4.8685 for the cost per pound: 
if the sterling were sold at an average of 4.8715, the profit would 
have been .3 of one cent on the pound, equal to about $24,651, or 
very nearly one-sixteenth of 1 per cent., upon the entire trans- 
action; a profit which cannot be regarded as adequate compensa- 
tion for the labor and risk involved, and which would not in itself 
have proved a sufficient inducement to undertake the work. 

Proceeding now with the history of the Panama payment: 
On April 23 the questions at issue in Paris were finally deter- 
mined, and on April 26 the corporation’s rights were formally 
transferred to representatives of the United States; the payment 
therefor was to be completed within sixty days; Morgan & Com- 
pany arranged in Paris to make this payment; and it was further 
agreed that payment by the United States to that firm would 
constitute settlement. 

On April 30 Secretary Shaw called upon the depository banks 
for another instalment of public moneys, amounting to $12,000,- 
000, to be transferred to the New York Sub-Treasury by May 10, 
and announced that the full $40,000,000 would be paid to Morgan 
& Company by that date. 

On May 2 the Treasury paid that firm $1,000,000 by draft 
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on the New York Sub-Treasury, for account of the republic of 
Panama, as the first instalment of the sum payable for the “ canal 
strip; ’’ which was followed on May 4 by the transfer of the 
control of that territory to officers of our government at Panama. 
Only $200,000 of the amount was actually shipped to Panama, 
the balance remaining here subject to drafts. 

In anticipation of the Treasury payment of $40,000,000, 
exports of gold were arranged for by Morgan & Company and 
other foreign exchange houses, on April 26, 28, and 30, aggre- 
gating $12,800,000, with exchange on Paris at 5.1554, on Lon- 
don 4.869 to 4.873, cables 4.871 to 4.875; the Paris rate on 
London had fallen trom 25 francs 12 centimes to 25 francs 1o 
centimes. The New York banks, owing to large receipts of cash 
from the interior and payments by the Sub-Treasury for Japanese 
gold. transfers, showed no loss of cash; call money rates were 
slightly lower than the week before, ranging between 1 and 134 
per cent. 

During the following week (ending May 7) the exports of 
gold amounted to $9,300,000; exchange on Paris unchanged; on 
London, firm at 4.869 to 4.870; cables 4.871 to 4.872; and the 
Paris rate on London at 25 francs 11 centimes. The New York 
banks showed a loss of $6,100,00c in cash, but call money, 
falling at first (momentarily as low as one-half of 1 per cent., an 
almost unprecedented rate), rose only to 14 per cent. later in the 
week, when Secretary Shaw notified the banks that he would 
require the public moneys under the first call on Monday, May 9. 

Thus up to May 7, and prior to the payment by the govern- 
ment, the New York city banks had furnished exporters of gold 
the means to cbtain bullion to the amount of $28,000,000; of this 
sum apparently only about one-half was destined to cover the 
Panama payment, but the funds were advanced by the banks 
practically out of the public moneys held by them; the payment 
was actually being made before the formal issue of drafts and 
bookkeeping entries, all that was necessary to transfer the actual 
title to the moneys. 

During this week the city of New York placed an issue of 
municipal bonds amounting to $37,000,000; but since the moneys 
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of the city are kept in the banks, this involved merely a shifting 
of accounts between banks; and a part of this large sum was 
handled by the trust companies. The bank statement reflected 
the operations with approximate accuracy; loans having increased 
and the cash reserves diminished. The weekly statement of these 
institutions does not represent the actual conditions at the end of 
the week, but the average of the daily conditions for the week 
ending on Friday; hence the movement of money is not often 
reflected with accuracy in any single weekly statement; yet the 
general results are shown with substantial correctness when the 
statements for several weeks are taken together. 

It was during this week, also, that the New York bankers 
were somewhat surprised to learn that representatives of Ameri- 
can financial interests had agreed to underwrite, upon satisfactory 
terms, one-half of the $50,000,000 Japanese loan then being 
brought out in London; a circumstance which under other con- 
ditions might have caused no little disturbance in both the money 
and exchange markets in New York; but the additional future 
obligation to furnish funds, thus assumed by the American 
money center, caused only a momentary flutter; the actual results 
to interest rates being nothing more than might have been looked 
for from the other causes then operating and already referred to. 

On May 7 (Saturday) Secretary Shaw signed the Treasury 
warrant for the $40,000,000 drawn in favor of J. P. Morgan & 
Company upon the New York Sub-Treasury ; and personally took 
this, the largest draft issued in the government’s history, to New 
York, where, on Monday, May 9, he delivered it to the payees 
at the Sub-Treasury, after they had qualified as disbursing agents 
of the government, by giving bond for the faithful performance 
-of the trust; $25,000,000 in United States securities were 
deposited by the firm with the assistant treasurer of the United 
States, to protect the government pending the transaction. 

On the same day, May 9, the New York city banks turned into 
the Sub-Treasury their “ cashiers’ checks” for something over 
$27,000,000, payable through the clearing-house, of which the 
Sub-Treasury is a member; the sum represented the public moneys 
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embraced in the first call,) including the New York banks’ 
quotas as well as the amounts they had received from the interior 
banks. This payment released an equal amount of bonds, held 
under the law to secure public deposits in banks, rendering thera 
available for use by Morgan & Company. 

The warrant for $40,000,000 was paid to Morgan & Company 
in Sub-Treasury checks, also payable through the clearing-house ; 
$25,000,000 of these were at once deposited in banks by Morgan 
& Company and cleared upon the following day, meeting the 
checks for $27,000,000 presented by the Sub-Treasury, involving, 
so far as this transaction was concerned, a cash movement of only 
$2,000,000, which represented the cash loss of the banks thereby. 
The exports of gold on account of the Panama payment to date 
were thus reimbursed and provision made for the continuation of 
shipments. 

On May 10 the second instalment of $12,000,000 of public 
money in the depositories was paid over, the greater part to the 
Sub-Treasury at New York through the banks there. This was 
largely offset, so far as cash loss to the banks was involved, by 
the use of the balance of the Sub-Treasury payment to Morgan 
& Company. The following day a further call for $10,000,000 
of deposits was made, payable May 25, to cover the final payment 
to the republic of Panama. 

During this week (ending May 14) the exports of gold 
amounted to $14,000,000; exchange on Paris being still quoted 
at 5.155¢, on London also unchanged, while the Paris-London 
rate fell from 25 francs 11% centimes to 25 francs 10% 
centimes. 

The shipments included the highest cargo on record for one 
vessel, viz., $9.00,000 going on “ La Loraine” for Havre May 12. 

An exainination of the statement of Treasury balances (Table 
1) shows the $40,000,000 disbursement, both in the gross and the 
net balances; the net cash in the Treasury was reduced by only 
$3,000,000; all the depository banks held $39,300,000 less than 
at the end of the previous week. Owing to the manner in which 


' The total amount of the first call was $28,000,000; but a small portion was 
transferred otherwise. 
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the transaction was carried out, as already stated, the New York 
citv banks, by the average system, disclosed a loss of only $10,- 
400,000 cash for the week, with a like diminution in surplus 
reserves, warranting the rise in the call money rate to 244 per 
cent., which took place near the end of this week. 

The week ending May 21 showed the largest exportation of 
gold for the period, aggregating $15,509,000; exchange on Paris 
still at 5.155%, while rates on London were somewhat lower, 
fluctuating between 4.870 to 4.8665, with cables at 4.872 to 
4.869; the Paris rate on London remaining steadily at 25 francs 
10% centimes; the sterling exchange parity was 4.868. 

Secretary Shaw on May ig paid Morgan & Company, for 
account of the republic of Panama, a draft for $9,000,000, being 
the balance due for the canal strip, thus completing the Treasury 
disbursement of the $50,000,000. This reached the banks so late 
in the week that it was not fully reflected in their statement; but 
owing to the receipt of $7,400,000 from interior banks the loss of 
cash reported was only $7,000,000, despite the large amount of 
specie provided for export. The call nsoney rate rose to 2% per 
cent., but fell later in the week, when it became apparent that gold 
exports were nearly completed, touching 1 per cent. at the close. 

During the following week (May 23-28) the exports of gold 
were but $3,200,000; exchange rates apparently still made the 
movement profitable, but it is probable that a portion of the 
exports were merely to cover bills previously drawn; the rate on 
Paris was unchanged, but sterling exchange rose, touching 4.872, 
in harmony with the Paris-London rate which advanced to 25 
francs 13 centimes by the close of the week. 

On May 28 Messrs. Morgan & Company announced that 
they had completed the Panama payment, having required only 
about thirty days for the actual operations. They had exported 
$19,600,000 gold, providing the remainder of the amount 
required to cover their undertaking by purchase of bills, sub- 
stantially at the market rate, from other exporters, especially 
Lazard Fréres and the National City Bank. 

The full effect of the final payment by the Treasury of $9,000,- 
000, the almost unprecedented total of $8,200,000 cash received 
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from the interior during this week (of May 28), and the lessen- 
ing of gold exports, caused the New York city banks to show a 
gain of over $16,000,000 in cash and in surplus reserves; rates 
for money on cail fluctuated between 134 and I per cent. 

During the five weeks of heavy exports the banks had fur- 
nished $54,400,000 for exports; they had received $31,500,000 
from the interior, and their net gain from the Treasury was suffi- 
cient to enable them to show a loss of only $7,100,000 cash. 
They had provided $15,000,000 of the public deposits used, so 
that the interior banks supplied the remaining $35,000,000. 

The demand for gold was satisfied; in the week ending june 
4 the shipment of $600,000 closed the export period, and this 
was reported to have been a special transaction, to cover exchange 
already sold. The Paris-London rate advanced to 25 francs 14% 
centimes, sterling exchange following this lead; the rate on Paris 
was not changed. 

It may be mentioned that the United States assay office at 
New York had exhausted its supply of bars, which would have 
made it necessary to ship coin, had the demand continued active. 

sy June 4, covering a period of three months from March 5, 
the New York banks held larger deposits, greater cash and sur- 
plus reserves, and had a greater amount of loans, than at the 
beginning of the period; rates for call money were lower, and 
those for time money, represented by commercial paper, averaged 
nearly 1 per cent. below the rate in March, both in New York and 
Chicago. 

The entire operation of the Panama payment, owing to the 
preparatory work done, thus occupied the “financial engineers ” 
actively only five weeks (April 23 to May 28); and so skilfuliy 
were the details handled that there was at no time any manifesta- 
tion of uneasiness, if we except the usual stock-market canards. 
appearing on the days of the largest gold shipments— and even 
these were too flimsy to receive serious attention. 

The conditions were, it is true, unusually favorable to such a 
result; nevertheless, the fact that New York bankers took every 
advantage of these conditions both here and abroad, facilitating 
gold exports before the Treasury disbursed its funds, thus spread- 
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ing the shipments over several weeks; and the further fact that 
Secretary Shaw timed the actual delivery of cash, under his calls 
upon the depository banks, so judiciously that these very large 
transactions caused no embarrassment, all co-operated to enable 
the great payment to be made upon the cheapest possible terms 
and with no disturbance whatsoever. 

The total export of gold amounted to $60,900,000, including 
therefore $20,900,000 on account of other transactions, chiefly, 
no doubt, the Japanese transfers and loan. The entire sum was, 
be it observed, taken from the volume of money “in circulation,” 
i. ¢., outside the Treasury; for although the $40,000,000 were 
government funds, the actual cash was provided from depository 
bank vaults. The Treasury lost, it is true, about $14,000,000 of 
its own cash between April 1 and June 1, but this was due to 
other disbursements. The statement in Table V shows that the 
money in circulation diminished only $7,300,000 in the two 
months, and the gold portion thereof only $4,700,000; so that 
our great loss of gold was nearly made up by the other Treasury 
payments, the product of our mines and the sums received from 
Japan. The excessive supply of money continued. 

It is proper to note that the enormous operations herein 
reported were possible of execution, without disturbances, largely 
owing to the fact that the American banking system has, during 
the last decade, developed in facilities to a degree hardly dreamed 
of a generation ago; the establishment of several institutions 
with very large capital and other means, and the concentration of 
power thus obtained, were indispensable requisites to the carrying 
out of such transactions. The New York city banks in 1894 had 
total capital and surplus $132,000,000 and deposits $504,000,000 ; 
against $251,000,000 and $1,109,000,000, respectively, in 1904. 

Nor must it be lost sight of that the Panama payment would 
have been much more difficult to accomplish without danger, but 
for the modification of the Sub-Treasury law in 1861, permitting 
public moneys to be deposited in banks. The disbursement of so 
large a sum as was required, in actual cash, by the Treasury, 
might have caused serious complications and disturbances in 
money rates. 
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Turning now to the situation abroad: Despite the continued 
active demand for gold exhibited in London on the part of the 
French banks, the certainty that New York would soon supply a 
large amount caused the Bank of England to reduce its discount 
rate from 4 to 3% per cent. as early as April 14. following this 
the next week with a reduction to 3 per cent., placing it on an 
equality with that of the Bank of France. The open market rate 
also declined, eventually to a point below that in Paris. (Table 
Ill.) 

The Bank of England’s gold stock was reduced between April 
1 and June 9 from £34,063,000 to £33,382,000; but the move- 
ment was due almost entirely to home demands, and its ratio of 
reserve to liabilities actually rose. 

The Bank of France, into which substantially all of the 
specie imported into France goes, increased its gold holdings to a 
point beyond all record in its long history; on April 1 the figures 
were £94,503,000; on June 9 £112,343,000—a gain of £17,840,- 
000, or approximately $89,000,000. 

Since the total exports from New York to Paris amounted to 
$60,900,000, it is obvious that the French institution gained fully 
$28,000,000 from other points, substantially all from London. 

3ut with a huge Russian war loan to be handled, and with the 

uncertainty as to the direction which the Panama money would 
take in the investment field, the bank maintained a 3 per cent. 
rate; the open market rate, however, promptly fell below 2 per 
cent., declining indeed to 1% by the middle of June. The 
demand for gold was, however, satisfied; the rate of exchange 
on London jumped to 25 francs 20 centimes in the second week 
in June. 

A curious fact, of more than ordinary interest, is worthy of 
being noted here: the gold sent to the United States by Japan, 
transmuted, so to speak, was sent to Paris to be loaned to Russia, 
for the purpose of furnishing munitions of war to fight the 
Mikado’s men. 


Maurice L. MUHLEMAN. 


New York City. 
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THE POLITICAL SIGNIFICANCE OF RECIPROCITY. 


RECENT investigation has disclosed the fact that our reciprocity 
legislation in the past has not been the result of any systematic com- 
mercial policy. On the contrary, reciprocity has been clearly shown 
to have been the outgrowth of political expediency. Its origin has 
been traced in most cases to the exigencies of party politics. It has 
been pointed out, for example, that the reciprocity legislation of the 
McKinley and Dingley laws was not adopted for the purpose of 
inaugurating a régime of less restricted trade relations in which the 
tariff burdens of the consumer would be lightened, but that the 
provisions for reciprocal trade in both instances were clever political 
expedients devised to placate those interests which were clamoring 
for tariff revision and the expansion of American trade. The irri- 
sistible conclusion is, in short, that reciprocity has suffered in the 
past as a political makeshift in the hands of our politicians and 
statesmen, who, from an economic standpoint, have used it with a 
fine disregard of what the name is generally supposed to imply.* 

It may be added further that our reciprocity experience has had a 
broader political significance. It has been concerned with external as 
well as internal politics. Detailed investigation reveals important ten- 
dencies and results in the field of world-politics. From the point 
of view of international relations the developments that have grown 
out of our reciprocity history have been even more significant than 
the economic considerations or the questions of domestic politics 
involved. Some of our treaties, such as the convention with Hawaii, 
have led to controversies with foreign governments regarding the 
most-favored-nation clause of existing treaties, and have given rise 
to an interpretation by our State Department of the favored-nation 
clause, entirely distinct from the European idea, in which it is held 
that reciprocity agreements are special arrangements to secure the 
advantages of which another government must make grants similar 
to those conceded by the country with which the reciprocity treaty 
is made.” 

The principal factor of international import, however, to be 


LAUGHLIN AND WILLIS, Reciprocity. 


*Wuarton, International Law Digest, 2d ed., Vol. II., p. 39. 
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reckoned with in our reciprocity history, has appeared in the influ- 
ence exerted by reciprocal trade upon movements for the extension 
of the national domain. A reciprocity policy has oftentimes been 
proposed for the purpose of preventing the acquisition of new terri- 
tory. On the other hand, it has also been put forward under the 
conviction that it would secure a foothold in foreign countries and 
prepare the way for ultimate territorial or political expansion. 
Moreover, the constant result of the operation of reciprocal trade 
has been an inclination toward the annexation of the countries with 
which treaties have been consummated. In almost every instance 
the presence of these tendencies is apparent in the causes leading 
to the negotiation or abrogation of reciprocal trade conventions, in 
the legislation bearing on the matter, or in the results arising from 
the actual operation of the reciprocity agreements. The fact and 
significance of their existence may be substantiated by a somewhat 
detailed examination of our reciprocity history. 


THE CANADIAN TREATY, 


The first actual experience of the United States in the matter of 
reciprocal trade came through the operation of the Canadian treaty 
which covered the period 1854-66. The negotiations for reciprocity 
were inaugurated by Great Britain in response to a movement which 
had its origin in Canada almost a decade before the consummation 
of the treaty with the United States. At that time a general feeling 
of unrest prevailed throughout British North America. Resentment 
and dissatisfaction with the economic policy of the mother-country 
were beginning to make themselves strongly felt among the business 
and industrial classes. By the repeal of the Corn Laws in 1846 and 
the inauguration of a free-trade policy, Great Britain increased the 
existing discontent by abrogating the only part of her commercial 
system favorable to Canada. At the same time, the unpopular navi- 
gation laws still remained in force. 

The people of Canada believed that with favorable commercial 
regulations they could develop the resources of their country and 
make it one of the most prosperous nations in the world. On the 
other hand, they considered the adoption of free trade by England 
a great calamity. Knowing that they could not regain the exclusive 
privileges which they had enjoyed in the British markets, the Cana- 
dian business and industrial classes soon perceived that they were 
in a worse position than the people of the United States, for the 
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reason that the markets of the latter country, in which their products 
could be most advantageously disposed of, were closed against them, 
and the American ports which offered the best outlets from upper 
Canada to the sea were inaccessible. Out of these conditions natur- 
ally came the belief that the inequalities of Canada’s commercial 
condition could be remedied only by political union with this coun- 
try. Unlike the Americans who rebelled because they were taxed 
without representation, the Canadians threatened to revolt unless the 
British people were taxed for the benefit of the colony. The agita- 
tion for alienation, thus begun, rapidly developed, and the demand 
for annexation to the United States soon became forcible and 
widespread. 

But the movement in England which, at the same time, was 
making for less restricted commercial intercourse helped to create 
a public feeling responsive to the claims of the colonists. Commercial 
autonomy was granted to Canada, and this concession, together with 
the greater freedom of trade with the United States under the tariff 
law of 1846, for a time partially checked Canadian discontent. 

The proposed remedy, however, did not fully meet existing 
needs. Dissatisfaction with trade conditions continued, and annexa- 
tion was soon urged with renewed vigor. The Canadian business- 
man recognized the advantages enjoyed by his competitor across the 
border, and contended that the inequalities of his position could be 
remedied only in one of three ways: (1) by a tax upon American 
products imported into England; (2) by reciprocal trade relations 
with the United States; (3) by annexation to the latter country. 
The agitation and unrest under these circumstances became exten- 
sive and violent in nature, threatening to break forth into revolution 
or open rebellion. A credible correspondent of the New York 
Commercial, traveling in Canada in the autumn of 1848, wrote from 
Toronto concerning the state of the public mind as follows: 

In passing through the country I find a growing disposition to speak 
more favorably of the institutions of the United States than I ever knew 
before; and this too in a quarter where I little expected to observe it. 
Indeed, the subject of annexation to the United States is quite the order of 
the day.® 

Another trustworthy source of contemporary information made 
the following comment : 


Separation from England and annexation to the United States, by which 
* Niles Register, Vol. LXXIV (1848), p. 223. 
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measures alone the Canadians can now see any chance of securing that com- 
mercial and general prosperity they aim at, are now openly talked of; not in 
The spirit of ranting patriotism, but of calm, resolute determination, as the 
only remedy for the evils which they have to complain of. This sort of talk 
is not confined to the radical and reckless portion of the population, those who 
are fanatics in politics or have nothing at stake, and would hope to profit by a 
state of revolutionary anarchy, but by those high in office, the intelligent and 
cultivated, the businessmen; in short, those who exercise a controlling influ- 
ence in the affairs of the country. .... The influence of the impending crisis 
is felt and acknowledged by all. Even the governor-general, in a dispatch to 
the home government remarkable for its directness and earnestness, urges 
prompt and speedy action.‘ 

Lord Elgin, the governor-general thus referred to, in his private 
as well as his public correspondence, showed a full appreciation of 
the difficulties of the situation and their probable result. In March, 
1849, he wrote to Lord Grey: 

There has been a vast deal of talk about annexation, as is unfortunately 
always the case here when there is anything to agitate the public mind. ... . 
Undoubtedly it is in some quarters the utterance of very serious conviction; 
and if England will not make the sacrifices which are absolutely necessary to 
put the colonists in as good a position here commercially as the citizens of 
the States —in order to which free navigation and reciprocal trade with the 
States are necessary —the end may be uearer than we wot of.° 

In another communication of November, 1849, Lord Elgin said: 


But if things remain on their present footing in this respect, there is 
nothing before us but violent agitation ending in convulsion or annexation. 


trade between Canada and the States, or the imposition of a duty on the 
produce of the States when imported into England, will remove it.*’ 

For England to impose discriminating duties upon American 
products was obviously impossible. She had already entered upon a 
free-trade policy, and a step backward in the direction of more 
restricted commercial relations would not have been countenanced. 
The repeal of the oppressive Navigation Laws in 1850 was received 
with great satisfaction in Canada, but it did not perceptibly alter the 
situation. It soon became evident that the only means of allaying 
Canadian discontent was the establishment of reciprocal trade rela- 
tions with the United States. . 


* Tbid., p. 228. 
> Letters and Journals of Lord Elgin, edited by T. WaLrovp, pp. 100, 102, 104. 
® Ibid. 
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These views, then so prevalent in Canada, met with favor on the 
other side of the border. The Mexican war and the attendant 
acquisition of territory had left a strong imperialistic feeling in the 
country, and a considerable class of American citizens desired the 
further extension of the national domain. This feeling grew with 
the belief that Great Britain had designs upon Cuba, and that other 
European powers were desirous of obtaining a foothold upon the 
American continent. Many filibustering expeditions were dispatched 
from the United States to Cuba during the period 1848-50, and 
there was open agitation for the purchase of the island both in 
Congress and in the country at large. 

In this general desire for territorial expansion, although public 
attention was mainly focused upon the Latin-American countries, 
the British northern colonies were not forgotten. In the course of a 
debate in Congress in 1853, the claim of the English colonies to a 
place in the Union were strongly set forth by Representative Hill, 
of Ohio: 


There is a country, and there is a people competent for self-government. 
that are prepared to take upon themselves the responsibilities of freedom, 
and which we may find for our interest to receive among us... . and allow 
them to become part and parcel of this country. i refer to the whole British 
possessions upon the north..... Great Britain can have no object in hold- 
ing the rule over these northern colonies, except national pride. ‘The annexa- 
tion of that territory to this union (to use terms of gentlemen) Destiny has 
ordained, and it will ere long take place.’ 

These utterances expressed the opinions of a considerable num- 
ber of Congressmen and of a large section of the country. The 
existing state of the public mind was thus presented by a contem- 
porary writer: 

That those colonies are not members of our confederation seems a mere 
accident of political history. .... The community of interests and pursuits 
between our northern states and the provinces is so entire as to scarcely 
admit of a line of demarkation. .... There are also strong bonds of political 
sympathy between the colonists and ourselves — stronger, in fact, than unite 
them with the mother-country..... The circumstances create a strong 
fellow-feeling. .... 2 And it is this fellow-feeling that renders commercial 
restrictions not only oppressive and vexatious, but easy of evasion, and 
inoperative in proportion to their rigdness and minuteness.* 


* Congressional Globe, Fifty-second Congress, Second Session, 1853, Appen- 
dix, pp. 59, 60. 
* North American Review, Vol. LXXIV (1852), pp. 174, 175. 
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But annexation was not without strong opposition in the United 
States. The protectionist looked upon it with disfavor. It meant a 
loss of the advantages which the protected interests had over their 
Canadian competitors. Reciprocity was unpalatable, but it was 
more to be desired. <A reciprocity convention, although tending 
more toward the contemporary movement for tariff reform, would 
not destroy the protective principle and would be consistent with the 
old protectionist theory that the assistance sought from the govern- 
ment was not designed to be permanent. At the same time, among 
many advocates of free trade, antiexation was viewed unfavorably, 
but reciprocal trade was welcomed as a method of bringing about 
a less restricted commercial policy. 

The slavery question also had an influence upon the question. 
The South for many years had advocated the annexation of Cuba, 
Texas, and adjacent territory, but the movement for the incorpora- 
tion of Canada into the American republic was regarded with 
suspicion. It was thought that the increased representation in Con- 
gress resulting from the annexation of the British provinces would 
place the South at the mercy of those persons who were not favor- 
ably inclined toward her cherished institution. As a natural conse- 
quence, southern statesmen were anxious to adopt any plan which 
would avert this danger.® 

The project of reciprocal trade was thus conceived as a measure 
of political expediency. Lord Elgin, as has been indicated, fully 
realized the trend of Canadian feeling, and recognized the fact that 
decisive steps should be taken to quiet the discontent of the colonies. 
To accomplish this object, he was also fully aware that it was neces- 
sary to secure for Canada freer access to the markets of the United 
States. On the other side of the border a large number of people 
would have welcomed the annexation of Canada. At the same time, 
the advocates of a protective tariff preferred reciprocal trade to 
political union, and many tariff reformers were favorable to reci- 
procity because of their opinion that it would avert annexation. The 
people of the South also opposed the incorporation of Canada into 
the Union, and for this reason advocated the adoption of reciprocal 
trade. Moreover, many of the strongest adherents of an annexation 
policy believed that an era of reciprocity by bringing the two coun- 
tries into more intimate and cordial relations, would irresistibly lead 


* Congressional Globe, Thirty-eighth Congress, Second Session, p. 210. 
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to their political union.’® In general terms, one form of opinion in 
the United States, although desiring the immediate annexation of 
Canada, was willing to accept reciprocity as a means of securing 
annexation in the future; the other eagerly adopted the reciprocity 
idea as an expedient for postponing indefinitely the political incor- 
poration of Canada. Both of these points of view were in close keep- 
ing with Lord Elgin’s cherished plan for thwarting the Canadian 
annexationists. The project of a reciprocity agreement was, there- 
fore, favorably received on all sides. After several fruitless attempts 
at concurrent legislation, reciprocal trade relations were finally estab- 
lished by treaty negotiations. 

As a political expedient the treaty was eminently successful. 
Canadian resentment against the home government gradually passed 
away, and the advantages of annexation to the United States were 
lost sight of in the general prosperity of the province. From an 
economic point of view also the convention was well drawn, and, 
with a few exceptions, popular, and the subsequent action of the 
United States government in terminating the treaty did not arise 
from any strong feeling of hostility toward reciprocity as a com- 
mercial policy.* The abrogation of the reciprocity convention by 
Congress in 1865 was really due to political causes, and was brought 
about by the anger and resentment of the northern states as a 
retaliatory measure against Great Britain and Canada for their 
friendly attitude toward the South during the Civil War.** 

But the movement for annexation still had a large following, 
and the old question of political union was again brought to the 
front in the discussion over the repeal of reciprocity. The existing 
feeling of hostility against Canada and Great Britain was utilized 
as a basis for agitating the annexation of the British provinces. A 
considerable class of American citizens had foolishly brought them- 
selves to believe that the repeal of the reciprocity treaty would have 
such disastrous results on Canadian industry and commerce that 
the colony would be forced to seek political union with the United 
States. The abrogation of reciprocal trade was, therefore, urged as 
a preliminary step which would finally lead to the acquisition of the 


” North American Review, Vol. LXXIX (1854), p. 483. 


™ Sir E. W. Watkins, Canada and the States, p. 400; Congressional Globe, 
Thirty-eighth Congress, Second Session, pp. 232, 233; ibid. 1865-66, Part II, 


p. 1210; ibid. (1864-65), pp. 210, 230. 


™ LAUGHLIN AND WILLIS, Reciprocity, pp. 58, 59. 
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province. Mr. Potter, the American consul at Montreal, in a speech 
before the Detroit convention of 1865 described in unequivocal terms 
the position of those persons who expected annexation to follow the 
abrogation of reciprocity : 

We are ready to give you in Canada the most perfect reciprocity. We will 
give you complete free trade, but we ask you to come and share with us the 
responsibilities of our government... .. I believe I express the general feel- 
ing of those who are the most friendly to the United States in Canada when 
I say it is not the policy of our government, or our policy, to continue this 
treaty, and I believe that in two years from the abrogation of the reciprocity 
treaty the people of Canada themseives will apply for admission to the United 
States.” 

The danger of a renewal of reciprocity for the purpose of avert- 
ing annexation was also recognized, and a warning issued to the 
annexationists to oppose this expedient. Mr. O. S. Wood, manager 
of the Montreal Telegraph Company, in a letter of July 10, 1865, to 
Consul Potter, said that “a renewal of the treaty would be the only 
effectual check on the annexation movement. I believe that the 
renewal of it would be one of the greatest political blunders on the 
part of the United States.” 

Additional support was given to the movement for forcing 
Canada into the American republic through the repeal of reciprocity 
by a large class of citizens who claimed that the Canadian producer, 
if he was to receive the benefit of the American markets, should 
become a member of the Union and bear his share of the burdens 
and responsibilities of the government. It was justly urged that 
Canadian interests, owing to their freedom from our system of 
internal taxation growing out of the Civil War, received an unfair 
advantage over the home producer in the American market, and 
that the two countries could be put upon an equal basis only by 
political union or the negotiation of a more equitable treaty. 

The adherents of these various forms of opinion, therefore, looked 
upon the abrogation of reciprocal trade relations with great satis- 
faction. The ridiculous belief was prevalent that Congress had at 
last opened the way for the entrance of the British provinces into the 
American republic. A short time before the expiration of the reci- 
procity treaty, a prominent Chicago newspaper asserted through its 
editorial columns that all the signs were then propitious for the 
fulfilment of Consul Potter’s prediction : 

" Canada and the States, p. 420. 
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The Canadians will soon discover that free trade and smuggling will not 
compensate them for the loss of the reciprocity treaty. They will stay out in 
the cold for a few years, and try all sorts of expedients, but in the end will be 
constrained to knock for admission into the Great Republic. Potter was right 
when he predicted that abrogation of the treaty would cause annexation. 

But the expectations of the annexationists were never realized. 
The British possessions in North America were awakening to a 
consciousness of common interests, the idea of federation was being 
agitated, and in 1867 was fulfilled. Out of this action came a realiza- 
tion of nationality and a feeling of common ends to be attained 
which put an effectual check upon any further annexation tendencies. 
But even had the movement for the confederation of the British 
colonies not been in progress, there is small ground for believing 
that political union with the United States would have followed the 
repeal of the reciprocity treaty. It is a matter of record, however, 
that many persons anticipated such a result, and consequently gave 
their support to the abrogation of the arrangement. 


THE UNRATIFIED TREATY WITH MEXICO. 


After the Canadian treaty had been in operation for several 
years, an attempt was made to extend the reciprocity policy south- 
ward. On September 14, 1859, a reciprocal trade agreement with 
the government of Mexico was negotiated by Mr. McLane, the 
American minister to that country. The arrangement was designed 
to place the trade of the two nations upon a basis of “ perfect reci- 
procity,” but on May 31, 1860, the treaty was rejected by the Senate, 
the vote standing 27 to 18. Several subsequent attempts to secure 
favorable action met with failure.’® 

At the time of the negotiation of the Mexican treaty a revolution 
was in progress in Mexico. President Juarez and his forces were 
besieged in the city of Vera Cruz. On account of this precarious 
situation of the Mexican government, it was thought that by holding 
out to President Jvarez an indefinite promise of assistance, he could 
be induced to sell or transfer to the United States certain Mexican 
provinces. Consequently, President Buchanan in his instructions to 
Minister McLane insisted that a cession of territory to the United 
States be included in the treaty. The Mexican government, how- 
ever, refused to open negotiations on this basis. After several 


% Journal of the Executive Proceedings of the Senate, Vol. VIII (1858-61), 
Pp. 192, 199. 
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months of fruitless effort, President Buchanan was forced to aban- 
don the idea and notified Minister McLane to relinquish all demands 
for the acquisition of new territory. This was done, and a strictly 
commercial treaty of reciprocity was negotiated.** 

As a natural consequence of his position on the slavery question. 
the action of President Buchanan was looked upon in the North with 
suspicion. The charge was made that the treaty was negotiated with 
a view to the ultimate annexation of Mexico, and with the purpose 
of introducing slavery. The Republican press, which most bitterly 
denounced the agreement, declared that by this means President 
Buchanan wished to increase the strength of the slave-holding 
states in Congress.’* Hence when the treaty came up for discussion 
in the Senate, the political significance of the convention over- 
shadowed any commercial considerations, and the Republicans united 
with the Disunion party to defeat it. 

The original impulse, therefore, behind this movement for reci- 
procity with Mexico was the desire for more territory. When this 
failed, the advocates of territorial expansion seemed to consider that 
a strictly commercial reciprocity agreement would tend gradually to 
colonize Mexico with Americans, and to bring the two countries into 
closer relations and to a better understanding, as had formerly hap- 
pened in the case of Texas. In this way the tendency toward a polit- 
ical union with Canada would be balanced by making possible the 
annexation of Mexico. While the evidence to uphold this latter view 
is not conclusive, the fact remains that the anti-slavery men thought 
the treaty dangerous and joined forces to prevent its ratification. 
The inference, therefore, is by no means an extravagant one. 


THE HAWAIIAN EPISODE, 


Our second actual experience with reciprocity was by the treaty 
of 1876 with Hawaii. This arrangement, both in its inception and 
termination, was fraught with much greater political significance 
than our former convention with Canada. 

During the early part of the past century missionaries had gone 
to Hawaii in considerable numbers. The natives received them into 
their confidence, and lands were ceded and sold to them and to their 
children. The attitude of the Hawaiian government was also marked 


* For a full contemporary account of the situation see Epwarp E. Dunsar, 
The Mexican Papers, First Series, No. 3 (September 15, 1860). 
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by extreme generosity. Missionaries were recognized as public bene- 
factors, exempted trom taxation, and allowed to purchase real estate 
at a price 50 cents per acre less than it could be obtained by lay 
purchasers.** Large and valuable estates were thus secured by the 
clergy. In numerous cases by intermarriage with natives the decend- 
ants of missionaries came into possession of large plantations and 
fortunes. The majority of these did not follow the vocation of their 
fathers, but engaged in agriculture or some other lucrative business. 

In the footsteps of the missionaries came a number of foreigners 
—chiefly Americans—who colonized the islands and sought to 
exploit the resources of the country for their own profit. Some 
engaged in business. Others acquired land from the natives for 
raising sugar and rice. Sugar-growing soon became the leading 
industry of the islands. The methods of culture, however, were 
crude. The natives were incompetent managers. They usually 
borrowed money in advance on their crops, made their sales through 
foreign agents, and were constantly in debt. Their fiscal agents in 
many instances foreclosed. By this method by purchase, inheritance, 
or intermarriage the sugar plantations of the islands fell into the pos- 
sessions or under the control of foreigners, the majority of whom 
were Americans. Statistics were exhibited in the House of Repre- 
sentatives in 1876 showing that American control had been extended 
until twenty-five out of the thirty-two sugar plantations on the islands 
were owned by American citizens.*® 

Coincident with the passing of the resources of the islands into 
the hands of foreigners there arose an agitation for assistance from 
the United States government in developing the agricultural indus- 
tries of the islands. The unprofitableness of sugar culture gave the 
main impetus to the movement. Every influence was exerted by the 
foreign residents to secure the free entrance of the sugar crop into 
the ports of the United States. It was obvious to the sugar planters 
that the simplest and most direct method of securing the pecuniary 
assistance they desired was the annexation of the islands. Political 
union with the United States was, therefore, agitated from time to 
time, but without success, and continued failure finally led to a 
movement for reciprocal trade as the next best solution of the 
problem.”° <A reciprocity treaty was negotiated in 1855, but was 

A HAote, Sandwich Islands, 1854, p. 474- 

Congressional Record, Forty-fourth Congress, First Session, p. 5565. 

CHarLes NorpuorF, Northern California, Oregon, and the Sandwich Islands, 
pp. 59-61. 
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rejected by the Senate. Another convention drawn up in 1867 met 
the same fate.** Not until 1875 were the advocates of reciprocity 
able to scure a favorable hearing. About this time the English and 
French residents were energetically attempting to secure the good- 
will of the Hawaiian government, and the. citizens of the United 
States at Honolulu urged prompt action by Congress for the pur- 
pose of maintaining American prestige. 

In the autumn of 1874 David Kalakaua, king of the Sandwich 
Islands, visited the United States at the instigation of the sugar 
interests, and was shown many friendly attentions by this govern- 
ment. The primary object of his visit was to promote negotiations 
for reciprocity, and Minister Pierce, as well as the sugar planters, 
not only had full cognizance of this, but were so entirely in accord 
with it that, strengthened by their recommendations, his mission 
was successful.** Before leaving home he had appointed com- 
missioners to negotiate a reciprocity agreement. They were met by 
representatives of the United States government, and a convention 
was drawn up and signed at Washington, on January 30, 1875. 

When the treaty came before Congress, no positive commercial 
argument was put forward in its favor, and any pretense to com- 
mercial advantages was effectually refuted.** At the same time, the 
real influences which were behind the movement for reciprocal trade 
were clearly seen, and it was pointed out in detail that the Hawaiian 
sugar planters and the American interests in the islands, because of 
their failure to secure annexation to the United States, were seeking 
a reciprocity agreement as the next best scheme for making their 
holdings in the Sandwich Islands more profitable.** But these private 
investors or speculators were supported by a class of persons in this 
country who urged the adoption of reciprocal trade relations as a 
means of extending American political control over the Hawaiian 
archipelago. The majority of the Ways and Means Committee in 
their report to the House were of the opinion that the danger of Brit- 
ish acquisition of Hawaii, or of the trade of the islands, afforded 
sufficient reason for the adoption of reciprocity. They advanced the 


** A detailed account of this movement is to be had in Senate Executive 
Document No. 77, Fifty-second Congress, Second Session. 

= Tbid., p., 149. 

* Report of Committees, No. 116, Forty-fourth Congress, First Session (1875- 
76), p. It. 

* Congressional Record, Forty-fourth Congress, First Session, pp. 1495-97. 
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claim that in the absence of closer relations with this country Great 
Britain and Australia would monopolize the business of Hawaii, and 
the ties thus generated by intimate trade relations would be constantly 
strengthened until the islands finally became a part of the British 
Empire. On the other hand, it was argued that the establishment 
of reciprocal trade with this country would induce American citizens 
to go to the country and exploit its resources, capital from the United 
States would flow into the islands, closer trade relations would 
result, and the way would be gradually paved for the final control 
or acquisition of Hawaii, which was considered a matter of vital 
importance on account of the advantageous geographical position of 
the islands as a naval base in determining the future political and 
commercial status of the Pacific. The conclusion was thus reached 
that the commercial questions involved were subsidiary to the 
political advantages covered by the treaty.*® 

The same arguments were adopted and reiterated by members 
of Congress in discussing the treaty. They contended that grave 
political considerations demanded its ratification. Favorable 
opinions from the military branches of the government were even 
presented to lend additional weight to this position,*® and the argu- 
ment that the Sandwich Islands were valuable as a strategic base 
for future operations in the Pacific was backed up by the claim that 
the treaty of reciprocity in its practical workings would lead to the 
extension of American influence and ultimately to annexation. 
Reciprocity, in short, was to be used only as a means for the accom- 
plishment of a final end—the incorporation of Hawaii into the 
American republic. 

Said Senator Sargent: 

My idea is that our influence will be strengthened there, that we never 
shall have to pay one dollar, but they [the Hawaiian Islands] will fall naturally 
ee The effect of the treaty is to encourage Americans to go there 
to make it an American colony, and, therefore, it will cost us nothing to buy 
it by and by, because it will be in our possession as Texas was in our posses- 
sion by the American population supplanting in influence and numbers the 
Mexicans and Spaniards.” 

* Reports of Committees, No. 116, Forty-fourth Congress, First Session 
(1875-76), pp. 7-11. 

** Congressional Record, Forty-fourth Congress, First Session, pp. 1489-90. 

* Ibid., p. 5486. Other members of Congress were not so imperialistic in 
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The expediency of substituting reciprocity for annexation, which 
was so prominent a factor in securing the passage of the Canadian 
treaty, was brought forward by those persons who opposed the 
immediate or ultimate acquisition of Hawaii. They contended that 
the ascendency of American interests should be maintained at all 
hazards, and pointed out that a reciprocity agreement was the 
simplest way to control Hawaiian affairs; but if this method of 
procedure were not followed, and the reciprocity treaty failed of 
ratification, the only recourse remaining would be to annex the 
islands to this country. Hence reciprocal trade was strongly urged 
as a means of averting annexation. 

These and similar arguments put forward by the annexationists 
and sugar interests proved effective. The treaty was ratified by 
Congress and became law on September 9, 1876. 

The first effects of the operation of the reciprocity agreement 
more than realized the expectations of its imperialistic advocates. 
Prior to 1876 there had been no conscious flow of American capital 
to the islands, but after the adoption of reciprocal trade immense 
sums were invested. Plantations were obtained through lease or 
purchase, corporations organized, improved machinery imported, 
and sugar-production on a large scale begun.** Within one year 
after the adoption of the treaty thirteen new plantations were laid 
out, and, during 1878 fifteen more were prepared for cultivation. 
The extent to which American capitalists became interested in the 
sugar industry was shown by the visit to the islands, in 1879, of 
Mr. Claus Spreckels, the American sugar-refiner, who, together 
with some business associates, leased and purchased large tracts of 
land.*® Before seven years had passed, two-thirds of the sugar 
plantations upon the islands were owned by citizens of the United 
States.*° In 1889 the amount of capital invested in sugar planta- 
tions was equal in round numbers to $30,000,000, and of this sum 
that very reason they opposed it. Mr. Garfield, who was then in the House, 
expressed his disapproval in no uncertain terms: “I do not approve of the 
Hawaiian treaty,” he declared, “ because it looks in the direction of securing 
possession of those islands. Hence I disclaim any purpose or suggestion of 
annexation of these islands as any part of my reason for supporting the treaty.” 

* H. P. Batpwin, “ The Sugar Industry in Hawaii,” Overland Monthly, Vol. 
XXV_ (1895), p. 665. 

* Hawaiian Almanac (Honolulu, 1879), p. 28; Foreign Relations of the 
United States, 1894, Appendix II, p. 667. 

® LAUGHLIN AND WILLIs, Reciprocity, p. 74. 


— 
| 
| 
, 
| 


POLITICAL SIGNIFICANCE OF RECIPROCITY 509 


$22,537,210 belonged to Amercans.** Industries allied to sugar- 
production were soon started; banks were organized; and business 
houses were established. Colonists from the United States soon 
outnumbered those of other countries,°* and American influence 
rapidly became predominant in every branch of business and in 
every department of the government, and within a decade after the 
passage of the treaty the islands had practically become an American 
colony.** 

The effect of this influx of wealth and population into the islands 
soon became apparent.** It led to a radical change in the conduct 
of the missionary descendants and foreign residents toward the 
natives. The early planters had employed the’ native Hawaiians as 
laborers, and had lived with them upon their estates. With the 
adoption of reciprocity, however, and the passing of all the lands 
suitable for sugar-cultivation into the hands of foreigners, and the 
conversion of the plantations into joint-stock companies or syndi- 
cates, the contract-labor system was adopted by the new owners. 
Between 1876 and 1887 over 35,000 laborers from Japan, China, 
and the Portuguese possessions were brought into the islands to 
supplement or displace the Hawaiian labor supply. Moreover, com- 
mercial statesmen, chiefly the children of missionaries, who were 
receiving rich benefits from the prosperity of the country, had suc- 
ceeded the sagacious and unselfish clerical statesmen who had tried 
to civilize the natives. Race-hatred arose. The new leaders were 
distrusted by the Hawaiians, who saw themselves destitute at the 
time of the country’s greatest prosperity. Even the immigrants 
from China and Japan shared in the increased wealth of the country. 
The native Hawaiian was alone excluded. 

The outcome was a constant friction between the natives and 
the foreigners, the object of each being to secure control of the 
government. The American residents were influenced by the desire 
to obtain closer and more stable commercial relations with the 
United States. The reciprocity treaty was to run for a period of 


*\CLaus Spreckets, “ The Future of the Sandwich Islands,” North American 
Review, CLII (1891), p. 152. 

* Monthly Summary of Commerce and Finance, July, 1901, Treasury Depart- 
ment, Bureau of Statistics, p. 83. 

8 EuGENE SCHUYLER, American Diplomacy, p. 444. 

“% Foreign Relations of the United States, 1894, p. 916; statement of the 
Hawaiian Patriotic League. 


| 
| 
: 
| 
= 
i 
f 
f 


510 JOURNAL OF POLITICAL ECONOMY 


seven years only. At any time thereafter it might be abrogated by 
a change of party administration in this country. Consequently 
reciprocal trade was considered by the Americans as a precarious 
basis for their business interests. They desired something more 
enduring —a basis of union that could not be destroyed by a 
change of commercial policy. They constantly had in mind the 
annexation of the islands to the United States, and aimed to secure 
the preponderating influence in the government in order to bring 
about political union when a favorable occasion should arise. 

This motive was responsible for the direction of subsequent 
political events in the islands. The fears of the sugar-planters 
with regard to the permanency of their concessions were soon 
aroused by the hostile state of public opinion in the United States 
when the reciprocity treaty was about to expire by limitation.*® 
At that time also the native Hawaiian party had secured a majority 
in the legislature, and an anti-missionary or foreign administration 
had been inaugurated.*® Realizing that their interests were 
imperiled by the threatened repeal of reciprocity by the United 
States, and also by the political situation in the islands, the sugar 
interests at once set on foot a revolution to regain control of the 
government, and to treat for annexation to the United States. At 
this juncture, however, when the sugar oligarchy was once more 
securing political supremacy, their apprehensions of a change in 
the existing economic conditions were for the time quieted by the 
action of the American government in renewing the treaty for 
another period of seven years.** They dropped their annexation 
schemes, and merely sought the support of the United States to 
keep them in control of the government.** 

Sut the dominant white class did not remain long undisturbed. 
Subsequent political events soon constrained them to take up again 
their schemes for annexation. Numerous intrigues and conspiracies 
were set on foot to overthrow the government and to return to the 
old absolute monarchy. A revolution by the natives for this pur- 
pose came to an unsuccessful conclusion in 1889. Two years later a 
new complication was added by the death of King Kalakaua, whose 

“S Congressional Record, Forty-eighth Congress, Second Session, pp. 506-13. 

“ Foreign Relations of the United States, 1894, p. 917. 

* Senate Executive Document, No. 77, Fifty-second Congress, Second Session, 
p. 166. 

* Foreign Relations of the United States, 1894, p. 917. 
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sister and successor, Queen Liliuokalani, was more devoted to the 
restoration of the native government and the old constitution than 
her brother had been. Under her administration the political ele- 
ments opposed to the ruling foreign class became very active. Con- 
sequently the project of annexation to the United States was again 
revived, and American sugar-planters and other property-holders 
took up their old schemes for political union with renewed vigor. 

At the same time, an additional impulse toward the movement 
for annexation was given by the course of tariff legislation in the 
United States. On the first day of October, 1890, the McKinley Bill 
received the approval of President Harrison. By its reciprocity pro- 
visions sugar from foreign countries under specified restrictions was 
admitted free of duty and a bounty granted to the producer of 
domestic sugar.*® Although the Republican leaders disclaimed any 
intention of acting in bad faith with Hawaii,*® the fact remained 
that the combined income of the Hawaiian producers was reduced 
annually more than $5,000,000 — the amount of duty which had been 
remitted each year by the United States. 

Under these circumstances, the annexation movement was 
brought to a climax. The Americans, who now had $37,000,000 
invested in sugar-production alone, and who owned 77 per cent. of 
the plantations and mills, took the leading part as in previous revolu- 
tions. They found an active supporter and confederate in the person 
of the American minister at Honolulu. At the same time the alli- 
ance of Queen Liliuokalani with the opium and lottery interests, in 
order to secure their assistance in establishing the monarchy, fur- 
nished a pretext for decisive action. A revolution was inaugurated, 
and on January 17 a proclamation was issued declaring the monarchy 
abrogated. A provisional government was established “to exist 
until terms of union with the United States of America have been 
negotiated and agreed upon,” and was immediately recognized by 
the American minister, who, after establishing a United States pro- 
tectorate, at once notified the officials at Washington of his action, 
and pertinently added: ‘The Hawaiian pear is now fully ripe, and 
this is the golden hour for the United States to pluck it.” 

On the same day that the provisional government was formed, 


® Reciprocity Treaties and Agreements, “ Summary of Commerce and Fin- 
ance” (November, 1901), p. 1912. 
“” Congressional Record, Fifty-first Congress, Second Session, pp. 3616-20. 


“ Messages and Papers, Vol. IX, p. 464. 
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five commissioners were appointed to negotiate a treaty of annexa- 
tion. The Commission reached Washington on February 3, 1893, 
and after several conferences with Secretary Foster a treaty was 
formally concluded providing for the full annexation of the islands 
and leaving the adjustment of all questions growing out of it 
to Congress. President Harrison, who strongly desired annexation, 
endeavored to have the treaty ratified during the last days of his 
administration, but Congress refused to accede to his wishes and 
left the treaty to be acted upon by the incoming party.*” 

On his accession to office in the following March, President 
Cleveland at once withdrew the proposed treaty from the Senate. 
At the same time, James H. Blount was sent as a special commis- 
sioner to the islands to make a personal investigation and to report 
as to the expediency of annexation. In his report Mr. Blount traced 
the origin of the protracted political strife and dissatisfaction on the 
islands to the control of the country’s wealth and resources by 
foreigners and the consequent degradation of the natives. The 
recent revolution he denounced as a scheme of the sugar interests to 
secure some positive measure of relief from the losses arising from 
the operation of the McKinley Bill. Its success was attributed by 
him to the action of Minister Stevens in encouraging the annexa- 
tion party and in giving the provisional government the armed sup- 
port of this country. As his conclusion he stated that the majority 
of the inhabitants were opposed to the political union of the islands 
with the United States, and that he had found no annexationist who 
was willing to test the issue by a popular vote.** 

The report of his commissioner was accepted by President 
Cleveland, who refused to return the treaty to the Senate for con- 
sideration ;** and this attitude served as a temporary damper upon 
the movement for annexation. The provisional government, how- 
ever, was made permanent, and unceasing efforts were put forward 
to turn the public mind of this country toward political union. The 
Wilson tariff law of 1894 reimposed the duty on sugar, and again 
brought wealth and prosperity to the sugar-planters, but they had 
gone too far to turn back. They still wished some definite and last- 
ing basis of commercial union with this country which would not 

Tbid., p. 348. 

“ Foreign Relations of the Unitcd States, 1894, Appendix, “ Affairs in 
Hawaii.” 
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be subject to the variations of political belief and tariff legislation. 
The agitation for annexation was, therefore, continued from year 
to year,** until on July 16, 1897, another treaty providing for the 
annexation of the islands was drawn up by American and Hawaiian 
plenipotentiaries. This convention would probably have met the fate 
of its predecessors, but for the series of significant political events 
which closely followed its negotiation. The Spanish-American war 
marked, in the opinion of a large class of persons, the advent of the 
United States as a world-power. The imperialistic trend of opinion 
in the country was ready to give sanction to any acquisition of terri- 
tory. With public feeling in this condition, it was not difficult to 
secure favorable action upon the Hawaiian annexation treaty. A 
joint-resolution accepting the proffered cession of the islands was 
adopted by Congress, and received the President’s signature on July 
7, 1898. On August 12 of the same year the sovereignty of the 
country was formally transferred to the United States, and the 
prediction that reciprocal trade would lead to political union was 
at last fulfilled. Many contributory circumstances assisted in bring- 
ing about the final result, but it was primarily due to the conditions 
growing out of the reciprocity treaty of 1876. That arrange- 
ment was practically a step toward the annexation of the Sandwich 
Islands. 


MCKINLEY RECIPROCITY. 


The reciprocity provisions of the MclKinley tariff law were 
chiefly noteworthy as a clever political makeshift devised by Mr. 
Blaine to remove the critical conditions which were threatening the 
life of protection, but the state of public opinion which made possible 
their enactment was greatly influenced by political considerations 
of an international import. From the beginnings of South American 
independence, when Henry Clay had advocated the recognition of 
the newly created republics, and had attempted to organize the 
American continent against the Old World, a strong sentiment had 


© The illogical attitude eventually assumed by some of the original advocates 
of reciprocity was as humorous as it was remarkable. Disregarding the fact that 
the reciprocity treaty had really been a concession to the sugar-planters to make 
their estates more profitalle, the assertion was made that the United States was 
morally bound to annex the islands for the reason that under the protection 
extended by the reciprocity treaty American capital was led to invest in sugar 
plantations and allied industries— Losin A. TuHurston, “ The Advantages of 
Annexation,” North American Review, Vol. CLVI (1893), pp. 265-81. 
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existed in the United States favorable to closer relations with South 
America. It was thought that a commercial union would gain 
what the Monroe Doctrine had failed to accomplish —the separa- 
tion of South America from European influence and the domination 
of this country in continental affairs. A practical demonstration of 
the efficacy of reciprocity in this respect was to be had at the time 
in Hawaii. Consequently many persons, aside from commercial 
and partisan reasons, advocated reciprocal trade because they thought 
it would secure an American foothold in South America. 

This attitude was especially noticeable during the period 1880-go. 
The favorable consideration accorded the Mexican and Cuba 
treaties negotiated during the year 1882-84 was due to this state of 
public opinion, and the significance of this attitude was indicated by 
President Cleveland who, an outspoken opponent of reciprocity in 
general, recommended favorable action on the Hawaiian and Mexi- 
can conventions.** 

Additional evidence of the strength of this form of opinion 
among many persons was furnished by the debate in Congress over 
the bill of 1888 providing for the summoning of a Pan-American 
congress at Washington. Many representatives gave free expres- 
sion to the opinion that the time was opportune for bringing the 
South American republics into closer touch with the United States. 
It was contended that the United States had been too much absorbed 
in the past with the development of her material resources; that 
South America had been neglected, and we should now begin to 
cultivate our northern neighbors socially and politically. The pro- 
jection of a transcontinental railroad and an isthmian ship canal, 
it was claimed, presented an opportune time for action, and the 
formation of a commercial union or the negotiation of a system of 
reciprocity treaties would go a long way toward uniting the three 
Americas in sentiment and purpose.*’ The conviction existed in the 
minds of many persons at the time that a system of reciprocity 
treaties or a commercial union with South America in which the 
United States would be the dominating figure would be valuable for 
the purpose of strengthening the doctrine laid down by Monroe, and 
as a means of widening our influence in tlie Western Hemisphere by 
drawing away the Latin-American republics from their European 
affiliations. 

“ Messages and Papers, Vol. VIII, pp. 337, 784, 785, 500, 501. 

“ Congressional Record, Fiftieth Congress, First Session, pp. 1656-58. 


J 
| 


POLITICAL SIGNIFICANCE OF RECIPROCITY 515 


Threugh the tariff controversy of 1880-90 the protectionist 
leaders of course sought to utilize this idea of the extension of 
American political influence, and to enlist its adherents in support 
of the various expedients for averting tariff revision. In the recom- 
mendations of the House Committee on Foreign Affairs regarding 
the appointment of a South American commission in 1884, the 
suinmoning of a Pan-American conference in 1888, and the incor- 
poration of reciprocity in the McKinley law, seductive allusions 
were made to the “ bonds of sympathy ” existing between the South 
and Central American republics and cur own government, and also 
to the earnest desire of the United States to strengthen its “ friendly 
relations’ with its southern neighbors.** Moreover, the bill author- 
izing the international American conference instructed the President 
to state that one of its objects was the consideration of an American 
customs union, and this proposal appealed to many persons as an 
expedient for cementing the political relations of the American 
republics in the same way that the German Zollverein of 1833 united 
the German states. All of these utterances, in fact, were couched 
in such terms that they could be favorably interpreted by the political 
expansionist as well as by the tariff reformer and the exporting 
interests. Consequently to those persons who stood for the exten- 
sion of the political power of the United States southward McKinley 
reciprocity signified a tendency toward political or territorial expan- 
sion. They, therefore, gave it their support. 


THE CUBAN TREATY. 


A final illustration of the political signifigance of reciprocity has 
been furnished by the contest over the Cuban treaty. Its recent 
ratification by Congress brings our reciprocity history up to the 
present time. 

On account of its proximity to the United States, Cuba has 
always offered an attractive field for American investors. This 
tendency was greatly increased during the period of American 
intervention and after the Cuban republic had been established. 
Prior to the Cuban insurrection it was estimated that about $50,- 
000,000 of American funds were invested in various enterprises in 
the island. During the American occupation about $30,000,000 was 


* House Reports, Nos. 124, 1240, 1445, Forty-eighth Congress, First Session; 
House Miscellaneous Documents, No. 193, Fifty-first Congress, First Session; 
House Report, No. 1827, do. 
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added to this sum. American capital became interested in an 
immense railway-development scheme which had for its object the 
opening up for settlement and production a hitherto uncultivated 
region of twelve to fifteen million acres. The copper-mining proper- 
ties near Santiago were purchased by American capitalists. Iron 
interests to the amount of about $5,000,000 were also acquired. 
The street-railway system of Havana passed into American hands, 
and the construction of lines in other cities was begun. The large 
cigar-manufacturing concerns were consolidated as a branch of the 
American Tobacco Company, with a capitalization of $30,000,000. 
Some Americans also engaged in the cultivation of the Cuban 
tobacco leaf. Others entered commercial lines and opened hotels, 
banking houses, and similar enterprises of minor importance, repre- 
senting the investment of several million dollars. 

But the acquisition of sugar lands by non-residents of the islands 
during the American occupation proved to be the most significant 
fact in connection with reciprocity. Although the evidence as to 
this point is disputed, it is clear that large tracts of land were pur- 
chased by American interests.*® In the fiscal provinces of Holquin 
and Cardenas it was estimated in December, 1902, by the agents of 
the War Department, in response to a House inquiry, that citizens of 
the United States had invested about $475,000; in the province 
of Santiago de Cuba, Americans and other foreigners had acquired 
16,250 acres of cane land; and in the suppressed zone of Cienfuegos 
citizens of the United States had purchased over 29,000 acres for 
cane-cultivation representing an investment of about $1,500,000. 
At the same time it was reported that American non-residents 
actually owned 31,649 acres of cane land under cultivation in the 
different military districts.°° During the next twelve months the 
same tendency toward investment in sugar lands as well as other 
enterprises continved. On September 1, 1903, it was stated that 
7 or & per cent. of the sugar plantations, cattle ranges, small farms, 
and mines of the islands were held in fee simple by American inter- 
ests. At the same time, Consul-General Steinhart reported that the 
actual capital invested by citizens of the United States in Cuba had 


*” Reciprocity, Appendix III, pp. 540-48. 

® House Miscellaneous Document, No. 51, Fifty-seventh Congress, Second 
Session. These various estimates referred to actual change of ownership as 
shown by official records, and of course did not include the large amount of 
American capital otherwise invested ir sugar-culture. 
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increased to $100,000,000. This was presented in tabulated form 
as follows : 


Sugar plantations - - = $25,000,000 
Tobacco lands and factories - 45,000,000 
Fruit lands - - 3,500,000 
Mining property - 5,000,000 
Cuba Railroad Company - - 12,000,000 
Street railways - - - 8,000,000 
Other real estate and commercial 

investments - - - 1,500,000 

Total - - $100,000,000 


These figures are of great importance in their influence on the 
determination of the future relations between the United States 
and Cuba. The Spanish-American war had produced a strong 
imperialistic feeling in this country which would have readily sanc- 
tioned a territorial or political union of the two governments. But 
for the position of hypocrisy and the false appearance which this 
country would have had to assume before the nations of the world 
in the face of the Teller resolutions of 1898, Cuba probably would 
have been openly annexed. As it was, the disposition and intention 
among a large class of American citizens to exercise political and 
territorial control over the island existed, and the problem that pre- 
sented itself was to accomplish this end without seeming to break 
our promises of 1898; or to depart from our lofty philanthropic 
and humanitarian attitude proclaimed to the world before the out- 
break of hostilities with Spain. Those interests which had their 
capital invested in Cuba, as in the former case of the Hawaiian 
sugar-planters, did not wish the natives to secure control of the 
government of the island. In addition, many persons who were 
considering plans for investments in or trade with Cuba desired the 
United States to remain in power. These commercial and business 
interests of the United States believed that the opportunities for 
profit and exploitation would be lessened by the inauguration of a 
separate Cuban government, which they were convinced would go 
the way of all Latin-American Republics. 

But the grosser desires of the commercial and industrial world 
which were really the determining forces of the situation were kept 
in the background, and an imperialistic propaganda was begun in a 


5! Monthly Summary of Commerce and Finance, August, 1903, p. 382. 
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more refined and vaporized form. Many advocates of Cuban 
annexation or control became suddenly and unaccountably alarmed 
over the danger to the Monroe Doctrine in the event that the United 
States should withdraw from Cuba. Proceeding upon the assump- 
tion that proper sanitary measures would not be maintained by the 
Cuban cities, they also saw in the turning over of the island to its 
inhabitants a menace to the health and safety of our southern ports. 
As a means of strengthening these claims, they finally asserted that 
the Treaty of Paris had imposed obligations upon the United States 
which could not be fulfilled without a considerable measure of con- 
trol over Cuban affairs. 

There was, however, still another class of expansionists who 
sincerely believed that the United States should annex Cuba. They 
frankly stated that the Teller resolutions were a serious mistake 
conceived in a moment of passionate humanity and sentimentalism, 
and that the promise of a separate government in Cuba uncontrolled 
by the American republic should never have been made. They 
declared that the island was of great strategic importance to the 
United States in that it commanded the entrances from the Atlantic 
to the Gulf of Mexico and the proposed isthmian canal. Every 
statesman since Jefferson, it was added, had recognized the value 
of Cuba and wanted to possess it, and weighty considerations of 
commercial and political expediency demanded that the contemporary 
American occupation of the country should be continued until Cuba 
was prepared to become a state of the Union.*? 

All the exponents of these diverse forms of imperialistic opinion 
were united in the single purpose to secure intimate relations with 
Cuba, or the extension of the political power of the United States 
over the island, and the agitation thus begun rapidly developed such 
strength that it became evident that it would have to be reckoned 
with by Congress and the administration. Long before the American 
occupation had come to an end it was known that some kind of 
control would be demanded from Cuba. What form it would take 
was soon indicated."* 

Under date of July 25, 1900, Governor-General Wood issued a 
call for a constitutional convention to frame and adopt a government 


* See Senator BevertpGe’s speech delivered in Chicago opening the cam- 
paign of 1900, Review of Reviews, Vol. XXII (1900), p. 394. 

* WaLTER WELLMAN, “ The Cuban Republic — Limited,” Review of Reviews, 
Vol. XXII (1900), pp. 708-12. 
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for Cuba and “ to provide for and agree with the government of the 
United States upon the relations to exist between that government 
and the government of Cuba.” These latter words aroused so much 
protest that General Wood subsequently modified them in Civil 
Order No. 455 (November 9, 1900) by the statement that it would 
be the duty of the convention “to formulate, what, in your opinion, 
ought to be the relations between the United States and Cuba.” 
Thus mollified, the Cubans went to work, and by February 11, 1901, 
a constitution was completed: On this date a committee was 
appointed to prepare and report to the convention proposals regard- 
ing future relations with the United States, and there was every 
indication that the delegates intended to grant liberal commercial 
and political concessions. At this juncture, however, the favorable 
attitude of the convention was changed by the inopportune and 
unwarranted interierence of the administration at Washington. On 
February 15 and 21 communications were received by Governor 
Wood which outlined the opinion of President McKinley as to what 
should be the proper relations between Cuba and the United States, 
and which really amounted to a request that this country might be 
permitted to violate the resolutions of 1898. These ideas were 
transmitted by General Wood as a “hint” for the guidance of 
the convention. 

The delegates at once declared that the action of the American 
government was arbitrary and coercive, and such a storm of indig- 
nation and hostility was aroused that on February 26 the convention 
submitted its own proposals, which differed widely from those sug- 
gested by President McKinley as well as from the propositions 
which the convention had intended to adopt before the interference 
from Washington. On the following day, however, the delegates 
were forced into line, and the suggestions were adopted which the 
military government, acting for the president of the United States, 
had recommended.** On the same day the Platt amendment to the 
Army Appropriation Bill was adopted by the United States Senate. 
This series of resolutions, setting forth the proposals of the United 
States in the form of an ultimatum to Cuba, while nominally pre- 
serving the sovereignty and dignity of the island as an independent 
state, really had the effect of converting the country into a 
crippled dependency of the United States. The American govern- 


* Atsert G. Ropinson, “ The Work of the Cuban Constitutional Convention,” 
Forum, Vol. XXXI (1901), pp. 401-12. 


» 
q 
4 
| 
i ; 
a 


520 JOURNAL OF POLITICAL ECONOMY 


ment was to have virtual control of Cuban finances and foreign 
affairs, and was to have the right to intervene in case the preserva- 
tion of Cuban independence was endangered. Naval stations were 
also to be leased or sold to the United States.* 

This final action of the American government was unfavorably 
received in Cuba, and a prolonged debate followed its transmission 
to the constitutional convention. It was maintained that it would 
destroy all hope of Cuban independence, and its adoption was at 
first refused. After a heated discussion, however, and the receipt of 
assurances from Secretary Root, the convention finally decided to 
send a delegation to Washington to confer with the administration 
and to offer to accept the Platt amendment in case certain economic 
concessions were granted to Cuba. On April 25 the Cuban com- 
mission reached Washington and had an interview with President 
McKinley and other officials of the American government. They 
were told that unless the conditions of the Platt amendment were 
fully complied with the American troops would be kept in Cuba and 
the existing status would remain unchanged. They were also made 
aware of the strong sentiment in the United States favoring the 
annexation of Cuba, and were warned that a failure to accept the 
Platt amendment would probably result in Congress establishing a 
protectorate over Cuba. President McKinley advised the commis- 
sioners to recommend the adoption of the Platt amendment, and 
stated that while he, of course, could not guarantee anything, he 
would use all his influence to secure commercial concessions in the 
way of reciprocal trade for Cuba,®* and that he would appoint a 
tariff commission to confer with the Cuban government after its 
establishment. 

The Cubans returned satisfied that the president would use his 
power to secure tariff concessions, and much impressed by the fact 
that the Teller resolutions were the only obstacle which prevented 
the United States from annexing Cuba. After hearing the report, 
the Cuban convention adopted on the twelfth day of June an ordi- 
nance accepting the terms of the United States. 

The death of President McKinley occurred before he could 
make known his promise of tariff concessions to Cuba, but President 


® Congressional Record, Firty-sixth Congress, Second Session, pp. 2954, 
3145-52. 

*“ Hearings on Reciprocity with Cuba,” House Document No. 535, Fifty- 
seventh Congress, First Session, pp. 411, 412; Congressional Record, Fifty- 
seventh Congress, First Session, pp. 4162, 4316. 
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Roosevelt on his accession to office informally announced that he 
would carry out the policy of his predecessor, and by his subsequent 
recommendations in favor of reciprocity, showed that he believed 
that the fulfilment of the pledge of tariff concessions to Cuba was a 
duty inherited from the McKinley administration. In his first annual 
message, at the opening of Congress in 1901-2 he used the following 
significant words: 


Elsewhere I have discussed the question of reciprocity. In the case of 
Cuba, however, they are weighty reasons of morality and of national interest 
why the policy should be held to have a peculiar application. .... Cuba has 
in her constitution affirmed what we desired, that she should stand, in inter- 
national matters, in closer and more friendly relations with us than with any 
other power; and we are bound by every consideration of honor and expedi- 
ency to pass commercial measures in the interest of her well-being. 

In the subsequent controversy over reciprocity, the arguments 
as to our “plain duty” and “moral obligation” to Cuba were made 
much of, and were generally based, not on our action in 1898, but on 
the alleged promise of President McKinley to the Cuban convention 
that he would exert his power to secure tariff concessions in return 
for the adoption of the Platt amendment. 

Reciprocity in the case of Cuba was, therefore, conceived as a 
tariff bribe to secure the suzerainty of the United States over the 
island. It was a case of quid pro quo in which reciprocal trade was 
used as a compensation for political favors. Cuba virtually agreed to 
become a dependency of the American government; and, in return, 
the United States promised to grant tariff concessions to Cuba. 
Reciprocity, in short, was used to secure the acceptance of the Platt 
amendment, which adroitly aimed to procure what could not be 
consistently or openly attained without the free consent of the 
inhabitants of Cuba—the political control of the island by the 
United States. 

So much for the origin of Cuban reciprocity. It now remains to 
show the importance of the annexation idea in the contest over the 
adoption of the treaty. 

With the advent of the reciprocity agitation the efforts of those 
who were striving for the incorporation of Cuba into the American 
republic were by no means diminished. Throughout the entire con- 
troversy that followed President Roosevelt’s recommendation, the 
strength of the annexation movement, and its connection with the 
proposals for reciprocal trade, were clearly in evidence. They made 
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themselves manifest in several forms. In the first place, as had 
formerly happened in the discussion of the Canadian treaty, many 
persons in the United States opposed reciprocal trade under the 
belief that the failure to grant tariff concessions to Cuba would so 
augment the existing economic distress of its inhabitants that the 
only recourse legt to them would be to seek a political union with the 
United States. By this plan a certain class of annexationists aimed 
to hasten our open political control over the country. A second 
class of persons, who saw the danger of this movement, and who 
were opposed to annexation, advanced the opinion that reciprocity 
was the only means of averting a closer political alliance, and there- 
fore called upon all those interests which were working against 
reciprocity to unite in its favor for the purpose of preventing any 
further extension of the national domain.*? Reciprocity, they argued, 
was the only alternative to annexation. Additional political signifi- 
cance was given to this phase of the controversy by the counter- 
statement of the beet-sugar people, who declared that, instead of 
fearing annexation, they preferred it to reciprocal trade, for the 
reason that the laws of the United States regarding contract labor 
would be enforced in the islands.** 

By far the strongest movement, however, toward territorial 
extension was supported by those persons who advocated reciprocity 
as an expedient for securing annexation in the future. The 
so-called sugar trust, realizing that the treaty would be a source of 
profit to them, joined forces with the industrial and commercial 
interests which were pecuniarily interested in Cuba, to obtain the 
enactment of the reciprocity treaty. They were convinced that 
reciprocal trade would lead to the Americanization of the island, 
and would gradually pave the way toward the incorporation of Cuba 
into the Union. In this opinion they were joined by those expan- 
sionists who desired the acquisition of Cuba as a matter of inter- 
national policy. 

During the debate in Congress, free expression was given to the 
desire that Cuba should become a part of the American nation, and 
reciprocity was openly supported upon the ground that it would 
ultimately bring about annexation by promoting friendly and inti- 
mate relations with the new republic. Emphasis was laid upon the 

* House Report No. 535, Fifty-seventh Congress, First Session, p. 47; Cozi- 
gressional Record, Fifty-seventh Congress, First Session, pp. 3855, 4400. 

* Congressional Record, Fifty-seventh Congress, First Session, p. 3903. 
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political side of this argument by Representative Crumpacker, on 
November 17, 1903: 


The location of Cuba, occupying as it does a commanding position over 
the Gulf of Mexico and the Isthmus of Panama, makes it imperatively neces- 
sary from a political standpoint that in a large sense American influence shall 
control the policy of the island. It is truly within the sphere of our political 
influence, and conditions upon the island — political, social, and commercial — 
are, and must forever be, so intimately connected with our own affairs that 
prudence demands that our relations with the new government shall be of 
the most intimate and cordial character possible. ... . Furthermore, it is the 
belief of many of our people that the ultimate destiny of Cuba will be annexa- 
tion to the United States. That eventually can be justified only when the 
people of the island willingly consent to it... . and no policy tends more 
to knit peoples together into closer friendship than intimate commercial 
intercourse. Therefore, for political reasons alone, there is abundant justifi- 
cation for the enactment of the pending measure.” 


A few days later Senator Depew expressed regret that the Teller 
resolutions prevented us from openly acquiring Cuba, and indulged 
in the hope of ultimate political union with the country, toward 
which end reciprocal trade, he maintained, would be a desirable 
stepping-stone : 

I certainly would not favor the annexation as yet of Cuba or any of 
these dependencies of ours .... 1 would regard it as a misfortune to admit 
any of our dependencies as states until they are Americanized. ... . The day 
is not far distant when Cuba, resembling the United States in its constitution, 
laws, and liberties — and in all which goes to make up a country desirable to 
live in for people brought up and educated as are Americans — will have from 
five to six million people who are educated upon American lines, and worthy 
of all the rights of American citizenship. Then, with the initiative from Cuba, 
we can welcome another star to our flag.” 

Representative Richardson, of Alabama, was also of the opinion 
that the reciprocity treaty would fulfil all the wishes of the annexa- 
tionists by a slow but peaceful process. On November 18, 1903, he 
said : 


Under all these circumstances it behooves us to cultivate and foster the 
most friendly and cordial relations with the Republic of Cuba... .. We can 
best do that by establishing the freest relations of trade and commerce between 
the island and our country. To do this we more directly appeal to the heart 


°° Tbid., Fifty-eighth Congress, First Session, p. 263. 
© Ibid., p. 161. 
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and love of Cuba than anything else. It is the road that leads, in my opinion, 
directly to what we all want to see — the annexation of Cuba to this country.” 

At the same time, Representative Clark urged the House to sup- 
port reciprocal trade for political reasons: 

I am in favor of the bill because there are two pieces of ground on the 
North American continent that I want to see annexed to the United States. 
One is Cuba, and the other is every foot of the British North American 
possessions. .... There is no reason why they should be conquered, and 
if they act with any sense, they will come to us peaceably, and this bill is a 
step in the right direction. If we want the friendship of Cuba... . she will 
come to us in time without the expenditure of a dollar or the shedding of a 
single tear.” 

There is no need of adding further illustrations of the strength 
of the movement for annexing Cuba, and of its reliance upon reci- 
procity as a device for eventually attaining its object. So far the 
main features of the controversy over Cuban reciprocity have prac- 
tically been a repetition of the Hawaiian movement, and the general 
trend of the convention in the way of political expansion furnishes a 
close parallel to our previous experience in the Pacific. The origin 
of the treaty was different, but commercial interests of the same 
kind — American owners of Cuban sugar plantations, American 
investors in other Cuban enterprises, and the Atlantic coast sugar 
refiners — were primarily responsible for the reciprocal trade agita- 
tion. Likewise, as in the case of Hawaii, these commercial interests 
have been assisted by those persons who wished to acquire Cuba for 
the political predominance it would give as a base for naval opera- 
tions, and who, for this reason, supported reciprocity because they 
regarded it as a step toward ultimate annexation. Prophecies are 
always hazardous, and it would be rash to predict that it will be in 
Cuba as it was in Hawaii. Moreover economic conditions in the 
two countries are not identical. It is a fact worthy of careful con- 
sideration, however, that almost the same forces which, under the 
delusive name of reciprocity, successfully brought about the acquisi- 
tion of the Sandwich Islands, have been and still are at work in 
Cuba. 


W. Lauck. 


UNIversity oF CHICAGO. 
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THE “TRUST” PROBLEM. 


Concress has recently endeavored to frame a law that would 
adequately control and regulate “trusts.”” The various plans pro- 
posed and the discussions that took place in the House and Senate 
clearly showed that Congress has not the power to deal with this 
* subject in a thorough and comprehensive manner. A makeshift 
act has been passed which will throw additional light on the way in 
which “trusts” are organized and conducted, but will in no wise 
correct the evils or prevent the abuse of power. And until the 
federal constitution is amended, giving adequate power to Congress, 
we must look to the state governments to take up the consideration 
of this problem and to test the various plans suggested for its 
solution, so that when the national lawmakers have the authority 
they may act intelligently and successfully. 

A “trust,” in the common acceptance of the term as applied to 
industrial combinations, is a corporation having a large aggregation 
of capital. A corporate charter is sought after because it enables 
its owners to exercise many functions impossible to individuals and 
partnerships. Being a privilege highly prized, it ought not to be 
given without an adequate consideration being paid for it. There- 
fore, when the government confers a special privilege, such as a cor- 
porate charter, it should require payment in proportion to the value 
of such privilege. 

A corporate privilege is worth to its owners just what it will 
earn, no more and no less. If this privilege is the means whereby 
money is made, then the privilege is worth something. If the 
earning power of this privilege is greater than is the earning 
power of individual dealers or of partnerships, then it is unfair and 
unjust to the many to permit the few, through the gift of the 
government, to outstrip them in the race for wealth. And if the 
possession of this corporate privilege gives to the few owners the 
opportunity to make money at the expense of the many, as so many 
corporations are doing today, the government should step in and, 
so far as possible equalize the rights of all. This the state can do 
in but one way — by means of its power of taxation. 

That the state has a right to lay a tax as a payment for the 
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giving of a corporate charter and for protection in the prosecution 
of corporate business, the courts have repeatedly held. But how 
shall this tax be laid? Shall it be on the corporate assets, on the 
corporate stock, on the dividends, on the volume of business, or 
on the profits? Each plan has been tried, and experience has shown 
that the only rule which is both just and equitable is the one laid 
down in the case of The People vs. The Home Insurance Company 
(92 New York Court of Appeals, 341), in which the court said: 

It can hardly be denied that the fair measure of the value of the fran- 
chises of corporations would be the profits resulting from their use, and in 
adopting such a rule of estimate no one could justly complain of its being 
unequal in its effects upon different corporations, or unjust in its general 
operation. 

By adopting such a rule for the taxation of corporations, no 
distinction need be made between large and small corporations, or 
between those having a monopoly and those whose business is sub- 
ject to competition. The only exceptions necessary to be made 
would be in the case of banking and insurance companies and 
charitable associations, whose functions are entirely different from 
those of business and industrial corporations. Barring these excep- 
tions, the following plan should apply to all corporations: 

1. There should be established a Corporation Department. This 
department should possess the sole power to incorporate associa- 
tions, and should have absolute charge and complete control of its 
corporate children. It should also possess the power to license 
foreign corporations to carry on business within the state, and should 
have control over their operations within its boundaries. 

The superintendent or head of this department should be 
appointed by the governor, to hold office during the term for which 
the governor is elected. For so important an office great care should 
be taken that an able, honest, and upright man is selected. If the 
office were elective, favoritism or corruption in the official would 
be punished by the election of a new man. No political party or 
office-holder would necessarily be blamed for the official’s down- 
fall. If, however, the office is appointive, not only the appointee, 
but the governor and his party will be held responsible. The 
constant change of governors and, as a consequence, of superintend- 
ents will secure a powerful check on the extending of favors to 
corporations. 

The business of incorporating and controlling corporations would 
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be so large that, if a special department was not established, the 
work could not be done in a thorough and satisfactory manner. 

2. Every corporation incorporated under any law of the state 
should pay an organization tax of one-tenth of I per cent. upon 
the amount of capital stock authorized, and a like tax upon any 
subsequent issue. Every foreign corporation should pay a license 
fee of one-tenth of I per cent. for the privilege of exercising its 
corporate franchise or carrying on its business in such corporate 
capacity in the state, to be computed upon the basis of the capital 
employed by it within the state during the first year of business. 

The average organization tax and the average license fee on 
foreign corporations in the various states are about one-tenth of I 
per cent. Experience has shown that this is the rate which incor- 
porators are willing to pay for the privilege of owning a corporate 
charter and of exercising corporate privileges in the state, and the 
amount the state should charge for giving such privilege. 

The incorporation tax should be so low as to deter no group of 
men from carrying on business in a corporate capacity; for it is 
to corporations, with their large aggregation of capital, that we 
must look for the development of our country. Corporations, when 
backed by large capital, expert skill, and great business ability, 
have often conferred material benefit on the community at large, 
and almost invariably insured the promotion of prosperity on a 
durable basis. They have furnished the people with many of 
the commodities of civilized existence at much lower prices than 
formerly, not only without decreasing the wages of labor, but in 
many instances increasing them and eventually extending the field 
for a larger number of employees. Sugar, india-rubber goods, 
tobacco, leather, and a great variety of other commodities are 
cheaper than at any former period of our country’s existence; and 
wages are higher today than they have ever been before except in 
war times. 

Without corporations our manufacturers could not compete with 
those of England, France, and Germany in the race for the Asiatic 
and the South American markets. To extend our markets, and 
thereby provide an outlet for our surplus products, is the crying 
necessity of our economic life; and in order to obtain these markets, 
giant corporations must be met and conquered by more powerful 
and far greater aggregations of capital, organized in the form of 
corporations. 
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3. The real and personal property owned by corporations should 
be jiocally assessed and taxed in the civic divisions in which the 
property is located, the same as the real and personal property owned 
by individuals. 

The reason for such local taxation is twofold: first, the local 
authorities have a better knowledge of the value of the property, 
and better facilities for obtaining this knowledge, and would, there- 
fore, make fewer mistakes, than a board of examiners composed of 
residents from different parts of the staie; secondly, the cities and 
counties depend largely for their support upon the taxes levied upon 
the property of corporations located within their jurisdiction, and 
to withdraw this revenue would cause confusion and would increase 
the burdens of the local taxpayer. If such local property taxes were 
abolished, corporations probably would be organized to hold real and 
personal property for individuals, thus depriving the local govern- 
ments of a large part of their revenue. 

4. Every prospectus or advertisement issued or published with 
the view ot obtaining subscriptions for shares or for bonds of a cor- 
poration, organized or to be organized, should give full details as to 
its organization; the contracts into which the promoters or organ- 
izers have entered; the earnings for the two previous years of all 
underlying corporations; the amount of money to be used for pre- 
liminary expenses and the amount to be reserved for working capital ; 
and all information necessary for safe and intelligent investment. 
For a false statement, or the issuing of a prospectus which does 
not make a full disclosure of the corporate affairs, the promoters and 
their associates, the officers and their agents, should be legally liable, 
both civilly and criminally. 

This knowledge is at present inaccessible. The investor who puts 
money into a “trust”? must guess as best he can what property he is 
getting; and the guess is often a bad one for him. The making 
pubjic of the above-mentioned facts will remove the gravest evils 
from stock-watering. If the investor knows that there is only one 
dollar of property back of every three dollars of stock and bonds, 
which is the case with so many corporations whose shares are listed 
on the exchanges today, he can buy the securities at a discount suffi- 
cient to make his investment safe. 

5. The superintendent or head of the Corporation Department, 
through his staft of examiners, should examine annually into the 
affairs of all corporations organized in the state, inspecting their 
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books, agreements, receipts, expenditures, vouchers, records of meet- 
ings of directors and of stockholders, and report the condition of 
their affairs on the first of January of each year. Power should be 
given him to compel the attendance of witnesses to be examined 
under oath, and to call experts to testify as to values. And if it 
should be found that a corporation is overcapitalized, or is violating 
any of the iaws of the state or of the United States, the superin- 
tendent of the Corporation Department, after giving sixty days’ 
written notice to comply with the laws should place the evidence in 
the hands of the attorney-general, who should immediately com- 
mence an action to annul its charter. 

All foreign corporations doing business within the state should 
be examined annually by the superintendent of this department, to 
ascertain the amount of capital employed within the state, and 
whether or not the corporation is obeying the laws. 

A detailed report of the examination of the property, business, 
profits, and losses of every domestic corporation should be made each 
vear and kept on file in the office of the superintendent. A summary 
statement of the corporate assets and liabilities, the amount of stock 
issued and the amount paid thereon, in cash and otherwise, the 
actual amount of surplus, and the nature and mode in which it is 
used and invested, should be published in the state paper, and in one 
newspaper published in the county where the principal place of 
business of such corporation is located. 

The first concern of a government which grants charters of 
incorporation ought to be to see that its corporate offsprings are 
domg a legitimate business and are not violating any of the laws. 
Its second concern ought to be the giving to the public of all such 
information as should affect the reasonable judgment of a man in 
determining whether he should or should not invest in a particular 
concern. 

These obligations on the part of the government are universally 
recognized, but the means to be employed to effect these ends are 
still a matter of keen discussion. It has frequently been urged that 
the aftairs of corporations should be as an open book to be read by 
whomsoever desires. Would it be fair to the stockholders of a 
corporation to let its partnership competitors, whose business 
methods, profits, and losses are a secret, look over its books, ascertain 
the buying and selling price of its commodities, its profits and its 
losses, and by means of such information regulate their business 


{ 
q 
q 
| 
7 
| 
f 
| 
| 
i} 
i] 
{ 
| 
i] 
\ 
{ 
| 
| 
i 
i] 


530 JOURNAL OF POLITICAL ECONOMY 


accordingly? Would it be fair to the members of a corporation to 
open its books to its creditors, to the banks with which it does busi- 
ness, and to 1ts employees? <A corporaticn, just as a partnership or 
an individual in business, in some years makes money, in some loses 
money, and in others comes out even; but in the average comes out 
ahead. If the creditors found at the end of a year that a corporation 
had lost money, how long would it be before the credit of that cor- 
poration would be lost; how long before the banks would refuse to 
renew or to discount its paper; how long before the creditors would 
place their claims in judgment and force the corporation into a 
receivership or into bankruptcy? Entire publicity would mean the 
paralysis, if not the destruction, of the business done by corpora- 
tions. But, say the advocates of this remedy, we intend to apply the 
publicity act only to the so-called “trusts.” Where wouid the line 
of distinction be drawn? If at the amount of the capital stock, would 
it not deter corporations from extending their business beyond that 
determined amount, thereby crippling their usefulness to the com- 
munity? If at the method of their organization (corporations 
formed by the uniting of corporations, partnerships, and individuals, 
and corporations not formed by the merging process), would not the 
effect of the act be defeated by the corporation buying one plant 
after another, instead of combining in the first instance? The result 
would be the same and the act would become a dead letter. There 
are no external characteristics distinguishing corporations pursuing 
monopolistic tendencies from those not so engaged. No one has yet 
presented a feasible plan to classify corporations so as not to work 
injury to the corporate stock and bondholders in applying the remedy 
of entire publicity. 

Experience has abundantly proved that it is not practicable to 
allow corporations to issue their own reports. Such a plan has been 
tried by the various states, and the result has been that the reports, 
if not so meager as to be of no practical value, are of so complex a 
nature that the majority of persons are incapable of understanding 
or properly appreciating them. As a matter of fact, a state board of 
examiners is absolutely indispensable for the realization of com- 
pulsory publicity. 

If the so-called “ Tobacco,” “Leather,” “Whisky,” “Ice,” 
“ Sugar,” “ Steel,” and “ Shipbuilding” Trusts had been subjected 
to the ordeal of a thorough investigation by expert accountants and 
their true financial condition laid before the public, a large number 
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of serious losses would have been prevented from falling upon inno- 
cent and worthy people. The fact that industrials are possessed of 
double attributes, of public and private nature combined, opens the 
way to abuse of official power. The favored few in the inner con- 
fidence of the managers have advantages in the general market to 
which they are not justly entitled. If a corporation is legally organ- 
ized and is conducting a legitimate business, no injury will be done 
it by inspection. 

6. A progressive graded tax should be levied on the actual net 
profits of corporations above 6 per cent. Such tax might be graded 
as follows: 

1-10 of the Ist per cent. above 6 per cent. 
I- 9 of the 2d per cent. above 6 per cent. 
1- 8 of the 3d per cent. above 6 per cent. 
I- 7 of the 4th per cent. above 6 per cent. 
1- 6 of the 5th per cent. above 6 per cent. 
I- 5 of the 6th per cent. above 6 per cent. 
I- 4 of the 7th per cent. above 6 per cent. 
I~ 3 of the 8th per cent. above 6 per cent. 
I- 2 of the oth per cent. above 6 per cent. 
6-10 of the roth per cent. above 6 per cent. 


7-10 of the 11th per cent. above 6 per cent. 
8-10 of the 12th per cent. above 6 per cent. 


9-10 of each per cent. of profits above 18 per cent. 

Each corporation is rated according to the profits made. The 
corporate charter is valued exclusively by the prosperity of the cor- 
poration. A tax upon the profits would be governed by actual 
results and be equal in its effect upon different corporations, and be 
just in its general operation. Whether or not a corporation had a 
special privilege, in the nature of a monopoly given by the patent 
laws, by the tariff, or by the control of the market, would make no 
difference in the laying of the tax. If a corporation possessed any 
of these privileges, it would be obliged to pay for each in proportion 
to its value, as evidenced by its earning power. A corporation should 
be permitted to earn a reasonable profit on its assets. If this per- 
mission were taken away, all incentive to carry on business would be 
killed, the affairs of corporations would be wound up, and the state 
would be compelled to face the condition of having go per cent. of its 
factories closed, thousands of workingmen thrown out of employ- 
ment, and its people made dependent upon other states for the 
necessaries and luxuries of life. That the percentage of profits 
allowed untaxed should be liberal, no one would question. While 
4 per cent. may be the average value of capital, we would suggest 
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the allowance untaxed of 6 per cent. of actual net profits on the fair 
market value of the tangible assets of the corporation, as this per- 
centage would be large enough to stimulate business and not so 
large as to work injustice between corporations and individual 
dealers. We do not mean merely the allowance untaxed of 6 per 
cent. of profits from the date of the enactment into law of this pro- 
posed plan, but an allowance untaxed of 6 per cent. of profits on the 
actual tangible assets of the corporation for each and every year of 
its existence. Most corporations make no profits and declare no 
dividends for some years after their incorporation; and to tax them 
when they are beginning to make money, without taking into con- 
sideration the years when the stockholders’ money was earning 
nothing, would be unfair, unjust, and inequitable. A corporate 
charter is worth practically nothing unless brains and money are 
expended to establish it on a paying basis in the business world. The 
value of a corporate charter represents the privilege plus the brains 
and the money used to develop it. And the brains and the money 
expended should be taken into account when a tax is levied on the 
profits earned by or through this privilege. 

It is reasonable to assume that corporations will make all the 
profits they dare; and if we place a progressive graded tax upon 
their profits, their incentive to overcharge and increase their profits 
beyond a fair amount will be gone, and their time, thought, and 
energy will be taken from their calculations as to how much profit 
they dare to make, to be bestowed in bettering the quality of their 
products, in extending their markets, and in holding their place in 
the business world. Franchises, special privileges, and tariff pro- 
tection will not produce the valuable monopolies they are doing 
today, for upon the adoption of this plan of taxation the monopolies 
will not be allowed to yield the large profits that are now enjoyed. If 
a corporation has to pay as a tax nine-tenths of each per cent. of 
profits above 18 per cent., it will not risk the losing of its trade for 
the sake of making so small a percentage of profit, and the people 
will get the benefit of a cheaper price and a better article. 

7. In determining the actual net profits earned by a corporation, 
the Board of Examiners should ascertain annually the fair market 
value of the tangible assets of the corporation, not taking into con- 
sideration the franchise, the capital stock, or its bonds. 

This value may be obtained by an examination of the officers, by 
inspection of the books of the corporation, and by expert testimony. 
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The board should deduct from the total earnings of the corporation 
the necessary and reasonable expenses of management, including the 
actual amounts spent in renewing the plant, the cost of materials 
purchased and used, and, in order to avoid double taxation, the taxes 
paid on its property, business, or profits to all municipalities. Hav- 
ing obtained these amounts, the board should by ordinary business 
methods figure the percentage of profits earned in relation to its cor- 
porate asscts. 

8. Every ten years the Board of Examiners should ascertain the 
fixed average of profits earned by each corporation for that period. 
If the average of net profits does not exceed 6 per cent. per annum, 
the state should refund to the corporation such moneys received dur- 
ing such: period as a tax on its profits above 6 per cent., or so much 
thereof as to make the average of profits untaxed equal to 6 per cent. ; 
thus allowing untaxed to every corporation an average of 6 per cent. 
profit on its tangible assets during the period of its existence. 

g. A tax should be levied on all foreign corporations doing busi- 
ness in the state, upon the capital employed within the state. 

If the tax imposed should be one-half of 1 per cent. on the basis 
of the capital so employed, it would about equal the tax upon Io per 
cent. of profits earned by the domestic corporation, based upon the 
foregoing table. A rate of taxation should be adopted to make the 
foreign corporation pay the same proportion of tax that is levied 
on the domestic corporation, so as not to drive the domestic corpora- 
tion to wind up its affairs and incorporate in another state and come 
back and do business in its old market. 

The following checks on such practice may be provided: 

a) The state might prohibit foreign corporations from doing 
business in the state until duly licensed by the Corporation Depart- 
ment. 

b) The state might refuse to permit an unlicensed foreign cor- 
poration to maintain any action in the state upon any contract made 
by it in the state. 

The difficulty in equalizing the tax upon foreign and domestic 
corporations is one of the strongest arguments in favor of a federal 
incorporation act. But the strongest argument of all is that the 
secret rebates given by railroads.and common carriers, which foster 
favorites and crush out competitors, cannot be prevented by any law 
that has been or that can be enacted by the federal government or the 
various state legislatures along the lines of the Inter-State Com- 
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merce Act. Secrecy is the railroads’ safeguard, and the number of 
states in which they operate is their protection. 

The control of corporations will never be complete, railroad 
rebates and discriminations will never cease to be given, justice and 
fairness wiil never be accorded equally to the stockholders of cor- 
porations, and the general public will never be entirely freed from 
corporate greed and corporate oppression, until an amendment to 
the United States constitution is adopted empowering Congress to 
pass a general incorporation law based on the ideas hereinbefore set 
forth, and establishing a central department under the government 
of the United States. 

10. The cost of running the Corporation Department should be 
met in two ways: (a) by the incorporation tax; (b) by charging 
the various corporations examined an amount sufficient to pay the 
salaries and the expenses of the corporate examiners. The amount 
charged would only be about ten dollars a day for the time spent by 
the examiner in investigating the affairs of a corporation. If the 
corporation had to pay for such examination, it would likely have its 
books kept in a simple and straightforward manner, so that the 
examiner could obtain his report in a short time. 

The incorporation tax should more than suffice for the expenses 
of the department, if the department was conducted on economical 
lines; while the amount collected as a tax on profits could go to 
reduce the general expenses of the state government. 

Harry Eart 

BurFa.o, N. Y. . 


NOTES. 


THE ARGENTINA WHEAT SUPPLY. 


THE recent and rapid growth of Argentina as an exporter of 
wool, meats, cereals, and milling products, and the consequent 
possibilities of the country as a market for manufactured goods, 
have attracted widespread attention in the commercial world. Several 
European governments have had commissioners at work studying the 
conditions in Argentina, and constant efforts are -being made to 
cater to its trade demands. It is, however, of greatest importance 
as a factor in the world’s wheat supply, and the methods of produc- 
tion, the potential wheat area, and its probable development have 
created the greatest interest and discussion, especially among the 
wheat-importing and exporting countries. 

The Department of Agriculture has recently issued a most inter- 
esting monograph on this subject by Mr. Frank W. Bicknell, special 
agent and agricultural explorer, entitled “ Wheat Production and 
Farm Life in Argentina” (Bureau of Statistics, Bulletin No. 27, 
U. S. Department of Agriculture). The author spent fifteen months 
in Argentina, and the work is largely the result of his own personal 
observation. Unfortunately, the collection of reliable agricultural 
statistics in Argentina has been retarded by lack of appropriations, 
and by the popular distrust lest the statistical returns should be used 
as a basis for additional taxation. Consequently Mr. Bicknell has 
been compelled to depend upon semi-official sources, the newspapers, 
the returns of thrashing-machine operators, and the estimates of 
individual farmers. Despite this unavoidable obstacle, however, the 
monograph is valuable as showing the present conditions of wheat 
production, and the probable status of Argentina wheat in the future. 

The facts presented do not hold out much hope that the wheat- 
producing resources of Argentina will be fully developed for some 
time to come. The agricultural population consists of an illiterate 
and inexperienced class of immigrants, chiefly Italians, who have no 
permanent interest in the soil, and whose single purpose seems to be 
to get as much profit from it as possible with the smallest outlay, 
and then return to their native land. Their methods of farming are 
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crude and unproductive, and impoverish the soil. Moreover, land 
is so easily obtained that the supply of farm labor is constantly 
depléted, and the wheat cannot be properly cultivated and harvested. 
The facilities for transportation and distribution are also wholly 
inadequate. There are practically no grain warehouses or elevators 
along the railroad lines, and the grain must be handled in sacks at 
great expense and damage. Moreover, the railroads have been 
unable to furnish a sufficient number of cars, and the average freight 
rate per ton per mile is more than twice that in the United States. 
At the seaports the facilities for docking vessels, and for ware- 
housing, loading, and unloading grain, are extremely inefficient and 
add greatly to the cost of marketing. It is estimated that the entire 
cost of getting the grain to market averages from 50 to 80 per cent. 
of its value. 

The conclusion is, therefore, that the question of the full develop- 
ment of the wheat-producing resources of the country is one of time, 
in which the supply and quality of the agricultural labor will be the 
determining factor. Encouragement is found in considering what 
has already been done under such adverse conditions. The govern- 
ment is using every means in its power to secure the proper cultiva- 
tion and marketing of the wheat crop. Wheat-farming is gradually 
moving to the sections best adapted for it. Warehouses, cars, and 
better terminal facilities have been promised by the railroads, and 
the question of supplying the proper facilities for handling and 
marketing the grain seems easy of solution. The problem, in fact, 
is one of agricultural labor and scientific farming. An influx of 
intelligent agricultural immigrants would ¢hange the whole situa- 
tion, but unless an agricultural population can be secured equal in 
force and intelligence to that which has successfully exploited the 
resources of Canada and the United States, or unless the present 
system of cultivation can be vastly improved, the inipoverishment of 
the soil is inevitable. There is, unfortunately, no indication either 
that a better order of immigrants or more scientific farming will be 
obtained in the near future. On the contrary, even the present 
immigrants have been decreasing in numbers during the past few 
years on account of bad harvests, excessive taxation, and the perse- 
cution of provincial officials. Land, climate, and transportation 
facilities, in short, are available for the extension of a wheat acreage 
which would place Argentina in the first rank as a wheat-producer 
and exporter. The labor alone is wanting. 
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SOME FEATURES OF INDUSTRIAL GERMANY DURING 
THE PAST YEAR.* 


“ THE Elders of the Berlin Merchants” is a nongainful corpora- 
tion corresponding in some ways to what are known in English- 
speaking countries as “chambers of commerce.” It is a well- 
established institution, having a recognized place in the German law 
code. Perhaps the most admirable feature in the German constitu- 
tion is its encouragement of quasi-official, voluntary organizations 
which complement the official organization, and form a wisely 
devised connecting link between private and public life. Thus the 
city councils are composed of paid and unpaid councilors; the city 
poor are watched in their homes by unpaid overseers of the poor; 
and the commercial courts contain members nominated by the volun- 
tary commercial organizations on very much the same principle on 
which in this country, in earlier times, it was the practice to have 
“side judges” —laymen appointed to sit in the nisi-prius courts 
beside the chief justice. 

The German laws therefore contain provision for a chamber of 
commerce in every commercial court district. These corporations 
have different names, and one of those in Berlin is known by the 
peculiar title, “The Elders of the Merchants” (Die Aeltesten der 
Kaufmannschaft). The activities of this corporation, however, are 
not confined to the nomination of judges in the courts constituted 
especially to hear commercial cases, but they are as broad as can be 
imagined for a chamber of commerce. The two excellently edited 
volumes of the last Jahrbuch give a report, among other things, upon 
the various activities of the corporation. It embraces 3,409 members 
representing 2,314 firms, and has committees for all branches of 
trade. It has a governing board of twenty-seven and a financial com- 
mittee of nine. Besides these, the very important connection of the 
corporation with the stock exchange calls for an exchange committee 
which, in 1903, met 113 times; for a committee on the listing of 
securities, which met 97 times ; and a committee on members, which 
met 25 times. 

The report records that the late councilor Pfaff left a bequest of 
100,000 marks to the asylum of “our Friedrich Wilhelm Victoria 


* Berliner Jahrbuch fiir Handel und Industrie. Bericht der Aeltesten der 
Kaufmannschaft von Berlin. Jahrgang 1903. Berlin: Georg Reimer, 1904. 
Band I, pp. xix +542; and Band II, pp. xvi + 425. 
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Institution in Treptow ;” that former merchant Koehne has given the 
corporation for charitable purposes the sum of 2,000 marks in cele- 
bration of his golden wedding; that Miss Eleanor Wilke “left us 
by will a capital of goo marks,” the income of which should yearly be 
given to an aged and needy merchant on March 109, her late father’s 
birthday. There is a long list of endowments managed by the cor- 
poration for which various public or governmental committees have 
the right of naming the beneficiaries. On the other hand, funds for 
charitable purposes are placed at the disposal of the corporation by 
the state. It seems that in 1903, 2,361 requests were made to the 
corporation for assistance, of which 479 were refused. 

The corporation was itself also in 1903 a member of seventeen 
other societies of the most miscellaneous description, such as the 
Central Club for Employment, the Central Club for the Encourage- 
ment of German River and Canal Navigation, the German Club for 
the Protection of Industrial Property, the Society for the Spreading 
of Popular Education, the Union of Commercial Travelers of Ger- 
many, etc. The corporation contributed to fourteen other societies 
without being a member, including the Bureau of Information of the 
German Society for Ethical Culture, the German Society for Provid- 
ing the Silent Poor with Free Fuel, Society for the Promotion of 
Free Trade, ete. 

The connection of the corporation with the administration of jus- 
tice is signalized by the collection of legal decisions on the question 
of options and futures, from 1898 to 1903, given in the appendix of 
the first volume. The corporation, however, has investigated inde- 
pendently and expressed its opinion upon many legal questions and 
attempted to influence the views of the court. This is illustrated in 
a long discussion of the legal effect of expressing {repaid (bahnfrei, 
frachifrei, franko); the question being whether this expression 
implied a contract to deliver the goods at the point of final destination, 
or only involved the duty of paying for carrying them to a certain 
less remote point. The efforts of the society were directed toward the 
introduction into usage of unambiguous expressions in contracts 
involving delivery. 

In 1899 and 1900 the corporation published a selection of special 
reports on questions of trade usage which it had made at the request 
of the courts. “ This work has found quick acceptance in the practice 
of the courts, and in many cases has contributed to hasten the decision 
of law suits.” (Vol. I, p. 172.) In June, 1902, on the invitation of 
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the governing college of the corporation, the representatives of the 
east German commercial bodies met in Berlin to establish model con- 
ditions for carrying on the east German lumber trade, in order to 
abolish local peculiarities of usage. In the case of the export 
commission firms, the corporation was successful in introducing a set 
of rules that was accepted as generally applicable. The Club of 
German Cloth and Woolen Goods Manufacturers of Aix-la-Chapelle, 
having informed the corporation of its having voted that, in that 
trade, discount in dealings with German customers never was 
regarded as discount on the goods, but purely as bank discount — 
that is to say, a concession made for timely payment — received the 
answer that this view was wholly contrary to the established practice 
in Berlin. 

The effect of the Brussels’ Sugar Convention upon German sugar 
legislation is noted. A new law on the taxation of sugar was passed 
June 11, 1902. It went into effect the same day as the International 
Convention, September 1, 1903. The sugar tax, as placed at 14 
marks per 100 kilograms net, is payable by the proprietor of the 
factory at the moment the sugar leaves government supervision and 
passes into free commercial circulation. The import duty for sugar 
is to be the highest permitted by the Brussels convention. The origin 
of the sugar must be stated upon its importation. 

A controversy with the Berlin chamber of commerce shows how 
similar are the fields of activity of the chamber of commerce and the 
Corporation of the Elders. It appears that the minister for com- 
merce and industry had requested the chamber of commerce to give 
him a thorough-going plan for the supervision of the Berlin stock 
exchange. ‘The chamber replied that the direct supervision should be 
given to itself; that the exchange committee should be composed of 
nine members chosen by the chamber, the other members to be chosen 
from the frequenters of the exchange, whether they belonged to the 
Corporation of the Elders or not, and that the members of the listing 
committee should be nominated by the chamber, etc. To this the 
corporation answered that supervision was one thing and administra- 
tion another, and that the law which gives the government super- 
vision and the right to make certain regulations does not give to it 
the right to take away from the Corporation of the Elders the govern- 
ment of the exchange, which is really a legal creature of the corpora- 
tion. Notwithstanding the declaration of the minister for commerce 
and industry that he intended to take the legal rights of the corpora- 
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tion especially into consideration, he made a decree March 27, 1903, 
accepting the proposition of the chamber of commerce in all essential 
points, only providing that at least six of the members of the listing 
committee should belong to the government or “ college” of the Cor- 
poration of the Elders. To this the latter made no further objection 
than to hand in to the minister and to the chamber of commerce a 
protest for the protection of its rights. 

However, whether as governing body of the exchange or as pro- 
tector of the rights of the merchants, the Corporation of the Elders is 
interested in the economic laws of the exchange dealings still more 
than in the administration of the exchange itself. On February 11, 
1903, the meeting of the governing committees of the principal stock 
exchanges of Germany took place in the Exchange Building at 
Berlin. 

In harmony with the numerous expressions of the representatives of com- 
merce and industry, the reports of the stock exchange committee of Parlia- 
ment, the investigations of our ministers of commerce and industry, and the 
resolutions of the first national convention of German bankers, the meeting 
resolved that the exchanges law had exerted the most baleful influence upon 
German economic life, and had paved the way for insufferable uncertainty in 
the law and for violation of faith and credit in commerce. Only a fundamental 
reform of the exchange law by abolition of the exchange register and by the 
repeal of the prohibition of dealings in futures in the departments of mining 
and manufacturing, as well as in grain and milling, can be of lasting good. 
The events of the past year have demonstrated beyond peradventure that with- 
out some such drastic reform of the exchange law the German exchange can 
never regain the necessary strength and importance, if they are to fulfil their 
mission in national and international economy. (Vol. I, p. 205.) 

The consequence was that in the speech from the throne at the 
opening of the Reichstag the statement was made “that under the 
protection of certain provisions of the law abuses have grown up 
which injure faith and credit, and thereby do harm to the economic- 
ally justifiable and necessary exchange business.’ The corporation 
takes the credit of bringing about this change in official views; but 
the speech from the throne only announces an attempt to remedy the 
evils by a change in the imperial stamp laws. This proposal, how- 
ever, if carried out, could do little good. ‘The only real remedy is 
to be found in the resolutions of the convention of February 11, 1903, 
above mentioned. 

The old controversy between the certified brokers and the coulisse 
also comes in for discussion. 
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The corporation maintains in the Exchange Building a Trans- 
portation Bureau, whose duty it is to give information to business 
men about railway traffic and rates, to receive suggestions and 
requests about the same, to submit propositions to the government on 
their own motion, to provide a library of transportation rates and 
rules, to give information about customs’ duties. and about interfer- 
ence with traffic. This bureau has been found especially useful in 
giving information to exporters as to the proper rates and routes in 
foreign countries, where the foreign railway officials cannot be relied 
upon to look out for the interests of the German shipper. 

The proposal to raise revenue from taxation of shipping on the 
German rivers is vigorously combated. 

The report shows a lack of satisfaction with the position of the 
government on the question of the tariff. ‘The assumption of a 
political attitude by the corporation is a case in instance to show 
that the German government of the day is not supporting itself upon 
the mercantile classes. The report complains that the tariff of 1902 
was passed in order to force foreign countries to make concessions, 
but that it has been of little use for this purpose, since foreign coun- 
tries have pursued the obvious course of passing still higher tariffs. 
Quite a number of these treaties were still in force at the end of 1903, 
and the report maintains that they should not be denounced until new 
treaties shall have been made to replace them. If the agrarians suc- 
ceed in having them denounced at once, great uncertainty will be 
introduced into commerce. On account of the high rates of the Ger- 
man tariff of December 25, 1902, it is no wonder that the negotiations 
already begun with Russia, Belgium, and Switzerland have been 
without results. Meanwhile Russia has published, January 13-16, 
1903, a new high customs tariff putting higher rates on imports by 
land than on imports by sea. This policy of Russia’s gives a prefer- 
ence to France, England, and the United States over Germany, in 
many articles in which those countries are already strong competitors 
of Germany. Switzerland also replied by a new high tariff, October 
10, 1902. The treaty between Germany and England of May 30, 
1865 was denounced in 1898 by England, but the “most favored 
nation” clause was continued in favor of all parts of the British 
empire except Canada and Barbadoes, by the Bundesrat. As to 
Canada, the history of its differential duty in favor of England is 
related. It appears that the differental increase of duty on imports 
from Germany has been delayed until September 30, 1904. The 
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Canadian duties affect exports from Berlin amounting to about 
4,000,000 marks. 

These volumes are not contented with a detailed account of the 
whole condition of the trade of the city of Berlin, including every 
branch of business, its regulations, etc., and complete tables of prices 
in all markets, those for goods and those for securities. With Ger- 
man thoroughness, it seeks to follow the causes of Berlin’s business 
prosperity and reverses into the outer world. The part that we have 
already touched upon therefore is especially interesting to the sociolo- 
gist and student of institutions. The part to which we are about to 
turn our attention is of real value to the student of economic pros- 
perity. It covers, moreover, a somewhat different field from other 
yearbooks, in that the central point is Berlin, and prolixity on the 
subject of other markets, as,in the case of Le marché financier, is 
avoided. 

The test of prosperity is found, according to the report, in three 
factors: the need of capital, the need of means of exchange, and the 
need of labor. In order to measure the need of capital the reporter 
has recourse to an ingenious device which is worth considering and 
may possess considerable merit. He makes a table, not of the portfolio 
nor of the deposits of the Reichsbank, but of the difference between 
the two. This difference he denominates the curve of utilization of the 
Reichsbank. His idea seems to be that this difference represents the 
difference between the demand for and the supply of capital. He says 
plainly: “ Commerce and industry take out of the Reichsbank money 
against bills and pledges; they put their idle money at its disposition 
in the form of deposits.” (Vol. I, p. 3.) If one accepts the Mcleod- 
Dunbar theory of parallelism and simultaneity of loans and deposits, 
he certainly cannot accept the explanation of the table in the text. 
The loans are the deposits entered on the other side of the ledger. 
The idea that deposits consist of idle money put at the disposal of the 
banks has been completely exploded; and yet if we look at the 
“curve of utilization” of the Reichsbank (p. 5), one cannot deny to 
it a persuasive symmetry. In other words, the differences between 
portfolio and deposits increase from 1895, and especially 1897, to 
1899, and then decrease again symmetrically until 1902, while for 
1903 they take a sharp upward turn again. This curve is much more 
symmetrical than that either of investment and exchange and pledges, 
or that of demand-obligations. It is possible that a rational explana- 
tion may be given for it. The theory of parallelism of deposits and 
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loans neglects the difference between them, and simply accounts for 
the general rising and falling together. Now, on the bank books 
the difference may be accounted for either by a movement of the 
circulation or by a movement of the reserve. In the latter case there 
will be an appreciable time after the deposit is paid before loans will 
be zontracted. Indeed, it is possible that in the meanwhile circulation 
may increase; if not, reserves will certainly decrease before it is 
found necessary to contract loans. The contraction of loans surely 
contracts circulation and deposits in the long run, but only after a 
temporary filling up of the reserves for that purpose. Reciprocally, 
a contraction of circulation or deposits causes ultimately a contrac- 
tion of loans, but only after a temporary emptying of reserves. An 
increasing difference between loans and deposits would indicate a 
disposition to meet obligations out of reserves rather than to contract 
loans. This would be naturally characteristic of a time of rising 
credit and confidence, when there was an abundant supply of counter- 
claims against other banks and no fear of a stringency. On the other 
hand, the decreasing difference from 1899 to 1992 indicates timidity, 
a desire to hold on to reserves and to sacrifice loans. The so-called 
“curve of utilization” simply indicates the little monthly changes in 
the tendency of the Reichsbank to expand or contract; and this is 
shown, not by the difference in the demand and supply of capital, but 
by the temporary difference which the bank chooses to maintain 
between its credit-possessions or -assets and its demand obligations. 
The changes in this temporary difference possess the character of a 
mathematical differential, and hence are peculiarly indicative of a 
kinetic tendency. 

In confirmation of the improvement shown by the “ utilization 
curve” above mentioned, are cited the figures of the 130 German 
public intelligence offices. The figures are given of the number of 
offers of labor for every hundred positions open. It is noteworthy 
that the number of offers in 1902 was very high, ranging from 136.7 
in September to 241.6 in the preceding January, while for 1903 the 
extreme figures which fall in the same months are only 111.7 and 
202.3. The signs of the beginning and end of the crisis in Germany 
are shown in the following table: 

We here see a confirmation of what seems to be a universal 
phenomenon, that the railroads are last to show the effects of depres- 
sion and the first to recover. On the other hand, labor was the first 
to feel the depression and capital was the last to recover. An 
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Beginning of Down- | Beginning of Improve- 
ward Movement ment 
1900, July 1902, November 
1901, February 1902, June 
Intelligence offices.......... 1900, February 1902, August 


attempt at generalization ot this interesting table would contribute 
very essentially toward our knowledge of the process of economic 
progress. 

In speaking of the relations of Germany to Canada, the position 
of the English government of the day in defense of Canada is con- 
sidered a compensation to Canada for the unfavorable decision in the 
Alaska boundary arbitration. It appears that after the English had 
denounced the treaty of 1865 and the Germans, in answer to the 
Canadian differential duty in favor of England, had refused to 
Canada the “most favored” nation treatment the latter country 
replied by slapping onto their general tariff a differential duty against 
Germany of one-third, so that Germany has one and one-third times 
the general, and twice the British, rates to pay. Chamberlain 
defended this act of Canada in Parliament, May 15, 1903. The same 
thing has been done in New Zealand and Barbadoes, and the move- 
ment has begun also in Cape Colony. The history of Chamberlain’s 
war against goods “ made in Germany” is given, and the hitherto 
successful opposition by the Cobden Club, aided by the Free Trade 
Union, the Women’s Free Trade Union, and the Unionist Free Foo: 
League under the presidency of the Duke of Devonshire, ending in 
the retreat of Chamberlain from office. 

The blame of the general movement toward higher tariffs is 
traced back to the well-known letter of Prince Bismarck of December 
15, 1878, giving notice to the Bundesrat of the introduction of a 
policy of general taxation of imports. The protectionist tariff of 1879 
was bought by a slight grain duty granted to the agriculturists, and 
has been maintained by a continual increase in that duty from 50 
pfennig in 1879 to 7 marks in 1902, and a lower limit of 5 marks in 
commercial treaties. The real policy for Germany is that of reci- 
procity. Trade can prosper only when uncertainty in tariffs is 
removed. The treaties of 1892 were very beneficial on this account. 
Note the edifying spectacle of free-traders advocating reciprocity in 
Germany, while protectionists stoutly maintain its orthodoxy, from 
their point of view, in America! 
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As to the forcible attempt at recovery of the German claims 
against Venezuela, the demand that the customs be pledged jor their 
payment was rejected by Mr. Bowen, and he was supported by the 
outcry in the American press at the supposed infringement of the 
Monroe Doctrine. This movement was acceptable to President 
Roosevelt, who quite correctly claimed that Mr. Bowen was not an 
American official so far as settlement of the claims in question was 
concerned, and who rejected all requests for arbitration. The bom- 
bardment, however, of Fort St. Carlos brought Mr. Bowen to his 
senses. 

As to the Republic of Panama, the advantage to Germany of the 
canal is manifest, and Germans have nothing to say against the 
manner in which the revolution was brought about, since it is mani- 
fest that the construction of the canal could not be accomplished 
in any other way. 

The reorganization of the Bagdad railroad is described. 

As to the Macedonian revolution, the great point is that Russia 
is unwilling to have a strong Christian state built up in the Balkan 
peninsula which might be a rival. And Russia has succeeded in 
gaining the consent of Austria and Germany to this policy; hence 
there has been no appreciable success in pacifying the peninsula. 

Russia has chosen the Orient as the scene for the justification of 
her position before the world. It violated its agreement to with- 
draw from Manchuria, and thereby united England and Japan, which 
had previously been rivals. An American fleet of fifteen war ships 
was not long in appearing beside those of England and Japan. All 
hands were determined to make the Russians evacuate Manchuria. 
The appointment of Alexieff to the united governorship of the 
Amoor and Kwantoon, and the making of him independent of the 
imperial ministers at St. Petersburg, threw down the gauntlet to the 
world. The activity of France in Morocco is permitted by Russia in 
payment for France’s friendly attitude in the Orient and as a counter- 
balance to the rapprochement of France and England, Spain receiv- 
ing the assurance that the coast of Morocco will remain neutral. In 
the whole year Germany has taken no leading part in international 
politics. The best evidence of this is the election of an anti-German 


pope. 

The finances of the world, the labor controversies of Germany, the 
gradual development of the cartels into real trusts, especially in the 
electrical departmert, are but a few more of the subjects treated in 
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this admirable annual, which is as well designed as anything that has 
hitherto appeared in this line to satisfy the business man and the 
student of prosperity. 
W. G. Lancwortuy Taytor. 
University oF NEBRASKA. 


COLLECTIVE BARGAINING IN THE SOFT-COAL 
INDUSTRY. 


One of the most successful methods of adjusting the relations 
between labor and capital that have been tried in this country is that 
existing in the central competitive soft-coal field. The method has 
been in operation since 1898, and seems to give promise of indefinite 
continuance. The central competitive field includes the states of 
Illinois, Indiana, Ohio, West Virginia, and the western district of 
Pennsylvania, all of which have for their common market Chicago 
and other manufacturing centers in the Middle West. West Vir- 
ginia, however, is not included in the joint agreement. The miners’ 
organization is very weak in that state, because the majority of the 
mine employees are negroes, who cannot be induced to join the 
union, and the operators have constantly refused to enter the joint- 
agreement system.’ 

Since the miners’ union constitutes one of the parties to the 
agreement, it is necessary to consider briefly the general nature of 
that organization. According to the preamble to their constitution, 
the main objects of the union are to secure a rate of wages compatible 
with the dangers and hardships of the calling, and to ameliorate the 
general condition of the members. The means to be employed are 
arbitration, conciliation, and strikes. 

The organization of the United Mine Workers of America 
extends throughout the coal fields east of the Rocky Mountains, 
though it is weak in the anthracite regions and in West Virginia. 
It is a trades union in that it aims to include all workers in and about 
the mines except mine managers and top bosses. The blacksmiths. 
firemen, and hoisting engineers have had their own organizations, 
but the miners have constantly endeavored to include these workmen 
in their union. The advantages to the miners in having these skilled 
laborers in their union are obvious. The skilled workers are out- 
numbered by the miners who can outvote them and thus determine 

* Bulletin No. 51 of the Department of Labor, p. 402. 
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the general policy of the union. On the other hand, in case of a 
strike, employers can be more quickly brought to terms if skilled 
workmen are included, because it is, of course, difficult to replace 
them, and when the pumps are stopped the mines soon fill up with 
water. 

The framework of government includes the national union, and 
district, sub-district, and local unions. The national union has direct 
control of all of the other unions and of their members. The national 
constitution does not make the national union one of delegated 
powers, and it can, therefore, adopt such rules and regulations as it 
sees fit. The district unions can adopt such laws and usages as do 
not conflict with the national laws and regulations; and the sub- 
district and local unions can in turn act as they see fit, provided they 
do not violate the laws, usages, or rules of the higher unions. 

The governmental machinery is very much alike for each grade 
of union, and consists of (1) a number of executive officers, such as 
a president, vice-president, secretary, and treasurer; (2) an execu- 
tive council; and (3) a legislative body. In the case of the locals, 
the legislative body consists of all the members of that local in 
good standing; in case of the other unions the legislature is com- 
posed of delegates chosen by the locals. The officers of the different 
grades of unions are also chosen by the locals. The territorial 
extent of each district is determined partly by competitive and partly 
by geographical conditions. In many cases the district corresponds 
with the state, but this is not the rule in the central competitive field, 
which embraces five districts, namely, (1) Illinois, (2) the block dis- 
trict of Indiana, (3) the bituminous district of Indiana, (4) Ohio, 
and (5) the Pittsburg district. 

In case of any dispute between members of a local union and 
their employers it is the duty of the local officers to attempt to bring 
about a peaceable settlement. If they fail in this, the matter is to be 
laid before the officers of the district to which the local is attached. 
If the district officers are unable to effect a peaceable settlement, they 
may order a strike, with the approval of the national president, or of 
the nationa! executive board on appeal from the decision of the 
national president in case he does not approve of the strike. No 
district can order a strike except with the approval of the national 
president or of the national executive board. Locals are not for- 
bidden to strike on their own responsibility, but no strike can receive 
the support of the national union or of a district union unless the 
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approval of the national president or board has been previously 
obtained. The national executive board, together with the district 
presidents, vice-presidents, and secretaries, has power to order a 
general strike, and a national convention also has the same 
power. Such, in brief outline, is the general nature of the miners’ 
organization. 

Let us now consider the method by which a collective bargain is 
reached. The machinery by which agreements are made consists of 
annual interstate joint conventions, joint state, or district, and sub- 
district conventions, and various local arrangements. All important 
matters of a general nature are adjusted in the interstate and district 
conventions, and we shall therefore consider the action only of these 
conventions in the making of the contracts under which the laborers 
work.’ 

The annual interstate joint convention is composed of representa- 
tives of the operators of Illinois, Indiana, Ohio, and the Pittsburg 
district, and representatives of the miners’ union in these same dis- 
tricts. It usually meets immediately aiter the adjournment of the 
miners’ national convention, during whose sessions the delegates 
from the districts concerned have had the opportunity of formulat- 
ing a general policy to be pursued in the joint convention. In the 
joint convention the voting is by states, the miners and the operators 
being entitled to four votes each for each state, there being thirty- 
two votes in all, Indiana constituting but one district in the voting, 
though it is divided into two districts for other purposes. No 
general rule can be adopted, or action of a general nature taken, 
unless it receives all of the thirty-two votes. It a decision cannot be 
reached in the convention, the matter in hand is referred to the joint 
scale committee, composed of four miners and four operators from 
each state. There is an alternate for each member of the committee, 
so that for deliberation the committee consists of sixty-four members, 
though an alternate has no vote, except ii. the absence of his princi- 
pal. If a settlement cannot be reached by the committee, the matter 
is referred to a sub-scale committee composed of two miners and 
two operators from each state. The latter body deliberates in secret, 
and when an agreement is reached it submits its report to the joint 
scale committee, which adopts it unanimously and submits it to the 


*In Ohio, however, there is no state contract; the general contracts are 
drawn up in sub-district conventions. 
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convention, which also adopts it unanimously, according to the rules 
of the convention.* 

Considering the vast importance of the questions at issue, it 
seems almost incredible that, with evenly balanced forces and the 
rule requiring the affirmative vote of all the states, any agreement 
could be reached at all, and the fact that this plan has proved work- 
able speaks volumes for the good sense of both miners and operators. 
It is probable, also, that this plan tends to produce harmony. In 
the convention each side knows that the other cannot get the upper 
hand, and when the contract is made there is less disposition on the 
part of either miners or operators to break it, because each knows 
that the contract was made with the consent of his representatives. 

The main questions settled by the convention relate to the hours 
of labor, screens, the differentials between pick and machine mining, 
and the wage scale. The first joint convention, which met in 1898, 
established the eight-hour day, and that question has given no 
trouble since. But the other three sets of questions have been and 
continue to be sources of much difficulty. 

The conditions in this field are such that machinery cannot be 
used in all mines, and about half of the output of soft coal in the 
United States is mined by machines and about half with the pick.‘ 
The rate for machine mining must necessarily be less than that for 
pick mining, for obvious reasons; and since two different kinds of 
machines are used, two machine rates are established. Moreover, 
the machine differential is not the same for all districts, even when 
the same kind of a machine is used and when the same conditions 
prevail as to screening. Ifa machine differential could be established 
which would satisfy all parties and be maintained without change, 
the machine question might be disposed of once for all. But every 
change in the general rate of wages necessitates a change in the 
differentials, and they are not all changed in the same proportion. 
According to the agreement for the year ending April 1, 1901, the 
price for machine mining in the bituminous district of Indiana was 
18 cents less than the rate for pick mining when punching machines 
are used, and 21% cents less when chain machines are used. By 
the same agreement the machine differentials for the Hocking Valley 


* Bulletin No. 51 of the Department of Labor, p. 399; Proceedings of Inter- 
state Convention, 1903, pp. 74, 128. 


‘Report of the Industrial Commission, Vol. XII, pp. cxvi-cxvii; Annual Coal 
Reports, Illinois, and Labor Statistics, Ohio. 
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district, Ohio, and for the Pittsburg district were advanced 9 cents, 
and the differential for the block coal district of Indiana was 
advanced 11% cents per ton. In the agreement for 1903-4 the rate 
for machine mining was advanced 8 cents in western Pennsylvania 
and in Ohio, 10 cents in Indiana, and 6 cents in IIlinois.5 It will 
readily be seen that the machine question affords abundant oppor- 
tunity for discontent. The miners claim that operators get all the 
benefits of the introduction of improved methods; the operators of 
Illinois claim that the machine differential in that state is unfair as 
compared with that in’other states; operators of pick mines claim 
that the machine differential is too small, and that it injures the pick 
mine operators, and the fact that machine mines are in operation 
more continuously than pick mines,° is, they say, a proof of their 
contention. 

The screen question is no less troublesome than that of the 
machine differential. In some districts miners are paid for all the 
coal they mine —that is, the run-of-mine basis prevails — while in 
other districts the screened-coal basis is established, and in other 
states both systems are employed. Thus, in Illinois there is a run- 
of-mine standard, in Pennsylvania and Ohio miners are paid on a 
single-screen standard, while in Indiana both systems prevail. The 
operators of Illinois complain that the screen differential is unjust to 
them, and demand either that the run-of-mine rate be changed in 
their favor, or that a uniform run-of-mine or a screened-coal system 
be adopted for the entire conpetitive field. The miners demand a 
uniform run-of-mine system, not so much because they think the 
differential works against them, but chiefly because of difficulties 
that arise at the mines over the screens. According to joint agree- 
ment, all screens must be made with one and one-fourth inch spaces 
between the bars. But unfortunately joint agreements cannot pre- 
vent the screens from wearing, and the spaces becoming too wide. 
Then, of course, there is controversy as to whether or not the screen 
is up to the standard, the operator claiming that it is unreasonable to 
demand that he shall be constantly putting in new screens. The 
miners believe that the most practical way of ending such disputes 
is to adopt the run-of-mine basis. But operators claim that where 
powder is used the miners, if paid on this basis, are careless, and 


’ These interstate agreements as well as the state agreements are printed with 
the Proceedings of the Interstate Joint Convention, 1903. 
° Proceedings of Joint Convention, 1903, pp. 76-79, 129-44. 
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put in too large a charge, thus breaking up the coal more than is 
necessary.’ Such, in brief, are the main difficulties arising from the 
machine and the screen questions. 

But a more difficult and a more important problem is to determine 
the general wage scale. There are three classes of laborers in and 
about the mines: (1) the miners proper; (2) inside day laborers, 
including tracklayers, trappers, bottom cagers, drivers, trip riders, 
water-haulers and machine-haulers, timbermen, and a few others; 
and (3) outside day laborers, including blacksmiths, firemen, engin- 
eers, carpenters, dumpers and trimmers, greasers and couplers, slack- 
haulers, and various others. The inside day laborers are nearly all 
of the same gradé of skill, except the trappers, who receive about 
half the wages of the men in the grade next above them, and there 
has been no great difficulty in determining the inside day wage scale. 
But the outside day wage scale has not been agreed upon by the 
interstate convention, partly, no doubt, because the operators do not 
desire to recognize the right of the union to control all classes of 
outside workers, partly because of the variations in conditions over 
which the scale committee declared, in 1898, it had no control.® 

The most arduous task before the convention is the adjustment 
of the mining scale. If miners were paid by the day, there would be 
only the general question as to the relative rate of remuneration of 
labor and capital. But since the opportunity for miners to shirk is 
great, the piece-rate system prevails, and the varying conditions at 
the different mines, the thickness of the vein, the character of the 
coal, etc., must be taken into account in fixing the rate. It is not 
practicable for the interstate convention to fix the rates for all mines. 
The convention therefore merely establishes for each district a 
normal rate, to which local rates are adjusted by district, or, in 
Ohio, by sub-district, conventions. In Illinois the state (district) 
convention adjusts the rates for the different localities. There are 
nine scale districts, all but one of which are subdivided, so that there 
are in all about thirty different rates. In Ohio local rates are 
adjusted to the normal by the same plan, that is, according to locality. 
In the other three districts the rates vary from the normal according 
to the thickness of vein. 

President Mitchell and others stated before the Industrial Com- 
mission that no attempt was made to secure a uniform rate of wages, 


"Ibid., 1903, pp. 76, 77, 84-98. 
SIbid., p. 172. 
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but that the aim is to place operators upon an equal footing.’ It is 
quite evident, however, that this statement does not properly repre- 
sent the facts in the case. If operators are to be placed upon an 
equal footing, the rate for mining thick vein coal would necessarily 
be less than the rate for the thin vein, which, it is needless to say, is 
just the opposite of the truth. But whatever may be the object of 
those who draw up the contracts, as a matter of fact the earnings of 
the miners are roughly equal in the different mines ;*° and, conse- 
quently the richer mines enjoy their natural advantages as to 
earnings. 

Neither party to the contract seems to act consciously upon any 
fixed principle of wage adjustment, except that each tries to get 
the best terms it can under the circumstances. Since the system of 
collective bargaining went into operation in 1898, there has been 
great activity in the industries using soft coal, and wages have 
advanced from time to time. But if there should come a period of 
severe depression in the iron and transportation industries, and a 
consequent falling off in the demand for coal, there might be a test 
that would bring to the front some general principle or principles. 
Since wages have been rising during brisk times, we might conclude 
that the general principle of the sliding scale, though not the mechan- 
ism of it, has been adopted; but it is very doubtful if the miners 
would accept that principle in its logical completeness. 

Besides adjusting the mining scale to suit local conditions, the 
state contracts cover many other points of vital importance. The 
duties of the miners in regard to keeping their coal free from impuri- 
ties and in timbering the mines, the privileges of the employers in 
hiring and discharging men, various provisions relating to the settle- 
ment of local disputes and the keeping of the mines in operation 
while the dispute is being adjusted, and various other matters, are 
carefully stated. 

In order that these joint agreements may be enforced and that 
local difficulties may be readily adjusted, there must be some sort of 
governmental machinery. The operators in some districts trust to 
the miners’ organization to enforce contracts and to take the initia- 
tive in the settlement of disputes. But in Illinois and in Indiana the 
operators have formed an organization for the purpose of enforcing 
agreements, and the active work of the organization is done by a 


* Report of the Industrial Commission, Vol. XII, p. exxxvi. 
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commissioner. In portions of Ohio also a commissioner looks after 
the interests of the operators. There has been no uniform method 
adopted for settling local disputes, nor has authority over such 
matters been conferred by interstate agreement upon any central 
body. In most cases, when the trouble cannot be adjusted by the 
mine managers and the officers of the local union, the matter is 
referred to the higher officials of the company and the officials of the 
sub-district or of the district union. In those districts in which 
the operators have a commissioner, that official and the officers of the 
district union constitute the highest regular court of appeal. In 
many cases, however, the national president of the miners’ union and 
the cominissioner are called upon to settle the question in dispute." 

In this system of collective bargaining which we have roughly 
sketched there are three important points: (1) the relations between 
laborers and their employers are carefully defined by contract; (2) 
there is a regular tribunal to which either party can appeal in case he 
has a grievance; (3) miners and operators, meeting together in 
conventions and in boards of conciliation, come to know and respect 
each other’s opinions. Human nature being what it is, the absence 
of any one of these conditions must lead to strife; with all three 
present, industrial peace is insured, in as large a measure as is per- 
haps possible. 

The tangible results of this joint-agreement system have been 
highly encouraging. Industrial peace has been secured, and a large 
class of laborers has been raised from a condition of poverty to one 
of comfort. Before the inauguration of the joint-agreement system 
in 1898 the miners were in a wretched condition. The average net ** 
earnings of all pick miners in Ohio during the years 1896 and 1897 
were only about $1.25 for each day worked, and only $0.65 or $0.75 
a day for each working day in the year;** and the same conditions 
prevailed in other states. Moreover, employees were compelled to 
trade at company stores, where prices were fixed to suit the 
employer; they were compelled to live in company houses, often 
small, three-room, rough-board, unplastered shanties, which cost $200 
or less, for which they paid from $4 to $7 rent per month; they were 


" Report of the Industrial Commission, Vol. XII, pp. cxxxvii-cxxxviii; 
Proceedings of Joint Convention, 1903, pp. 193, 216, 222, 232. 
2“ Net earnings’ means gross earnings minus expenses for oil, blacksmith- 


ing, and powder. 


“Labor Statistics, Ohio, for the various years. 
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forced to sign contracts in which they promised not to strike or to 
have anything to do with a labor union, on pain of forfeiting all back 
pay and losing their places; and should any be so rash as to break 
the contract, the courts enforced the pecuniary penalty, and the 
black-list made it difficult for him to secure employment elsewhere."* 
Ali of these grievances and many others have been redressed, and 
the rate of wages has been raised about 75 per cent. In the Hocking 
Valley district, which may be taken as a fair example, the rate for 
pick mining, screened, increased from 51 cents in 1897 to go cents in 
1903-4."° 

These substantial results have been attained in spite of three great 
obstacles: (1) the widely different conditions at the various mines ; 
(2) the oversupply of labor —there are in the soft-coal fields of the 
United States about one-third more men than are needed, if all are to 
be given continuous employment; (3) the fact that there is such a 
vast quantity of coal easily obtainable that, with the existing supply 
of labor, the market could be easily oversupplied. In Illinois the 
shipping mines were on the average in operation only 214 days dur- 
ing 1900, the most active year from 1894 to 1902 inclusive. In 
Ohio, the pick mines were active only 200 days in 1901. No doubt 
the general prosperity of the country since 1898 has aided the miners 
in securing an advance of wages, but with such an oversupply of 
labor they would have received little benefit from that industrial 
activity unless there had been in operation some plan by which the 
forces of competition could be moditied. 

One of the most interesting results of this experience in the soft- 
coal industry has been that, while by acting together miners and oper- 
ators have so adjusted the rate of wages that the laborers can live in a 
fairly satisfactory condition and work only about two-thirds of the 
time, the public has borne the economic loss resulting from their 
idleness. Moreover, were laborers and capitalists in each industrial 
group united, there would be a struggle among the groups for the 
products of industry, and the group in which laborers and capitalists 
were the most thoroughly united, and which produced an article 
necessary to human life or necessary to other important industrial 
processes, would be able the most nearly to reach a position in which 
it could dictate its own terms —a position fortunate for that group, 
but certainly disastrous to others. U. S. Parker. 

“Report cf the Industrial Commission, Vol. XII, pp. cxvi-cxxxvi. 

*Labor Statistics, Ohio, 1901, p. 296; Proceedings of Joint Convention, 1903, 
p. 210. 
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THE ECONOMIC CONDITION OF RUSSIA. 


Tue Bureau of Statistics of the Department of Commerce has 
issued a most timely publication’ on the present economic condition 
of Russia. It is probably not too much to say that most of what has 
heretofore been written on that subject in the English language is 
worse than worthless. Gentlemen very successful in various walks 
of life where scholarship is not a prerequisite for eligibility, as a-rule 
ignorant of any language but their own, and too busy to familiarize 
themselves with whatever literature there is on the subject in Eng- 
lish, undertake to write on the economic, political, social, religious, 
and intellectual life of a nation with a territory twice as large as 
that of the United States, with a population of some one hundred 
and forty millions, composed of more than a hundred national and 
racial groups, speaking as many languages, and having, in many 
cases, a long historical career preceding their incorporation in the 
colossal empire. 

It is therefore very gratifying that at this moment, when public 
interest in Russia has been stimulated by the war, the Bureau of 
Statistics has found among its specialists one able to draw for 
information upon original sources. The author of the volume in 
hand, Mr. Morris Jacobson, has given in his monograph a much 
broader view of the economic condition of Russia than the conven- 
tional title Commercial Russia suggests. The principal subjects 
treated are: industrial development; state finances and public credit ; 
public debt; currency; railways; agriculture; the depression of 
1900; domestic industries; coal; iron and steel; mineral oils; the 
textile industries; sugar; foreign commerce and trade with the 
United States; Siberia; and commercial effects of the Siberian rail- 
way. The appendix contains detailed statistical tables, the most 
important of which relate to the following subjects: population, 
according to the census of 1897, by geographical and administrative 
divisions ; the movement of population at each of the eleven censuses 
beginning with that of 1722; the population of cities with more 
than 50,000 inhabitants ; the number of schools, teachers, and pupils ; 
the imperial budgets for 1893-1904; area and ownership of land, 
and area under cultivation ; production, exports, and consumption of 


1 Commercial Russia in 1904. Washington: Department of Commerce and 
Labor, Bureau of Statistics, 1904.. 
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the principal cereals for 1885-1902; statistics of railways from 
1838 to 1903; statistics of principal Russian industries, showing 
number of factories, value of product, and number of workmen 
employed; production, imports, and exports of minerals; foreign 
commerce of Russia by countries and by principal articles, for 1890- 

It is a characteristic phenomenon of the modern stage of indus- 
trial development that the Russian government, which has for half 
a century waged the most relentless war against socialistic theories, 
has itself carried into practice the most far-reaching scheme of state 
socialism. 

Never perhaps in the history of mankind has government activity in the 
purely industrial field been larger and more extensive than during the most 
recent period of Russian history. The Russian government, through the 
Central State Bank, controls the iinancial situation in the country; it owns 
and operates two-thirds of its entire railway system and seven-eighths of all the 
telegraphs. Practically one-third of all the land and two-thirds of the forests 
are still under its immediate control. It owns and operates most valuable 
mines, and manufactures in its own works the mineral products extracted 
from these mines. It dispenses practically all the liquor consumed by over 
120 millions of people, and buys all the alcohol required for national consump- 
tion. The Russian state, it has been truly stated, “is the greatest landowner, 
the greatest capitalist, the greatest constructor of railways, and carries on the 
largest business in the world.” (P. 2755.) 

The term “state socialism” has of late been the subject of 
acrimonious controversy. The expression “ state capitalism,” coined 
by the late Wilhelm Liebknecht, has been generally accepted as a 
substitute by those with whom “ socialism” is a word of praise and 
“ state’’ a word of vituperation. On the other hand, the late Pro- 
fessor Gradovsky, of the University of St. Petersburg, says in his 
Public Law of the Nations of Western Europe that “the fact that 
the ticket office of a Prussian railway is in charge of a government 
official instead of an employee of a private corporation is not social- 
ism yet.” The semi-official financial publication, from which the 
above quotation was made by Mr. Jacobson, speaks of the Russian 
government as a “capitalist,” which is consistent with the legal 
definition of “ socialism,” as a “subversive doctrine tending toward 
the establishment of anarchy.’*? If, however, we take “ socialism”’ 
as a phase of modern economic evolution, the industrial operations 


* Censorship and Press Act, Sec. 95. 
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of the Russian government demonstrate that “ socialism” is com- 
patible with every form of the state, from an absolute bureaucracy 
with a monarch who “ reigns, but does not govern,” to an absolute 
democracy with the initiative and referendum. 

It must be borne in mind that this vast extension of government 
activity in the industrial field is in a large degree the legacy of past 
Russian history. During the Muscovite period nearly all lands were 
owned by the crown; the land tenure of the nobility, as well as that 
of the peasantry, was conditioned upon personal service to the state : 
the free estates (patrimonies) were few. The evolution of land 
tenure during the century preceding the ernancipation of the serfs 
(1861), and since, has been in the opposite direction — towards pri- 
vate property in land. Government ownership of mines and factories 
dates back from the time of Peter the Great, who founded them for 
the needs of the state and assigned government serfs to them. The 
government monopoly of the liquor traffic, though a recent reform, 
undertaken under the influence of modern financial views, is none 
the less a revival of the old Muscovite system. But the government 
control of the three typical products of modern capitalism — the 
paper currency, the railway, and the telegraph —is, of course, 
essentially modern. The issue of paper currency has from the very 
beginning been a government function: private banks of issue have 
never been authorized in Russia. The telegraph has never been in 
private hands, except the wires operated by railways primarily for 
their own use. The Russian railways, with the exception of twe 
lines built under Nicholas I. to connect St. Petersburg with the 
summer residence of the Czar and with the ancient capital (Moscow), 
were originally constructed by private capital, though largely with a 
government guaranty. Under the terms of the franchises the gov- 
ernment reserved to itself the right of supervision and the regulation 
-of rates. Under Alexander III. the principle of government owner- 
ship and operation was adopted in the construction of new roads, 
and the government undertook the redemption on a large scale of 
existing private roads. Mr. Jacobson tells us that 
At the beginning of 1902 the total length of all Russian railways (exclusive 
of railways in Finland) was 35,187 miles... .. Of this total... . 23,557 
iniles, or over 67 per cent., were owned and operated by the government. 
(Pp. 2761-62.) 

To treat the subject of the results of the government operation of 
railways in Russia adequately would require a special monograph. 
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The author brings out the fact that the net average earnings per 
mile of the American railways are over 40 per cent. higher than those 
of the Russian railways in Europe, while the Siberian railway is con- 
ducted at a loss (pp. 2762-63). The economic conditions of the two 
countries, however, are so unlike that such a comparison throws little 
light on the subject of government operation. The fact is that the 
total value of railway securities issued without government guaranty 
is less than 5 per cent. of the entire outlay for the construction of 
railways, and the payment of guaranteed dividends on railway stocks 
was a regular item of the budget even before the nationalization of 
the railways. On the other hand, passenger rates are incomparably 
cheaper in Russia than in the United States. 

The volume of the government’s industrial operations is shown 


by this table of revenues for the year 1902: 
Thousands of Rubles 


Sale of spirits - - . - - - 484,558 
Government railways’ - - 407,912 
Forests and crown lands - - - - 83,384 
Telegraphs . - - - - - 20,445 
Banking - - - - - - - 17,387 
Mines and manufactures - 16,301 

Total - - - - - - - 1,029,987 


Thus, over $500,000,000 was realized by the Russian government 
from enterprises which in this country are regarded as not within 
the proper sphere of government activity; and this obviously does 
not include the revenue from post-offices, which amounted to 34,- 
431,000 rubles, nor the seigniorage from coinage, amounting to 
3,050,000 rubles. The total volume of business carried on under 
government direction in one year aggregated $549,521,000. The 
volume of business done by all constituent companies of the United 
States Steel Corporation, including sales between the companies,’ 
aggregated for the same year $560,510,000.* Allowing for the 
duplications in the accounts of the corporation, it is apparent that 
the Russian government is an industrial concern of greater magni- 
tude than the largest industrial combination in the world. 

There is in Russia one important industry conducted as a private 
monopoly under government supervision, viz., the manufacture of 
sugar. The Russian sugar manufacturers are organized into a sort 

* First Annual Report of the United States Steel Corporation (for the fiscal 
year ending December 31, 1902), p. 9. 
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of a pool, with the ministry of finance as the central administrative 
organ of the combination. The ministry of finance regulates the 
quantity of sugar each manufacturer is permitted to sell in the home 
market, the quantity which must be kept in stock at the works, and 
the maximum selling price of sugar in the home market; the price 
is much higher than in other European markets. The saccharine 
richness of the Russian beet compares favorably with that of other 
European material. The Russian sugar factories use modern 
methods of extraction, and as a rule are plants of large dimensions. 
On the other hand, wages both in the sugar-beet fields and the mills 
are incomparably lower than the prevailing rates in any other 
European country. This combination of conditions renders the 
Russian sugar industry very profitabie, and the government takes 
to itself, in the form of excise duties, the lion’s share of the profits. 
The excise for the fiscal year 1901-2 was as high as 39 per cent. of 
the maximum selling price and brought a revenue of $41,664,000. 
Considering the organization of the combination in its entirety, the 
manufacture of sugar may properly be regarded as a quasi-public 
industry conducted for the government by private capitalists. The 
maximum wholesale price for the fiscal year last reported was 4.50 
rubles per pood, which is equivalent to 6.4 cents per pound avoirdu- 
pois. This is higher than the American price, and to the majority 
of the Russian people it is prohibitive, but it enables the sugar pro- 
ducers to ship large quantities to foreign markets at low prices. The 
regulations put no restrictions upon production for export or com- 
petition in foreign markets; on the contrary, exports have been 
encouraged by direct and indirect bounties. 


The official Viestnik Finansov (No. 22, 1903), commenting upon the late 
act of 1895, remarks that “the latier act compelled the manufacturers to 
export their surpluses irrespective of the state of the market. Each pood of 
exported sugar, according to expert opinion of the specialists in the ministry, 
caused a loss even to the best-situated factories of 40 kopecks per pood, while 
the average losses may be said to have been as high as 80 to 105 kopecks per 
pood. As, on the whole, the industry in question during the period has been 
in a fairly prosperous condition, it would be reasonable to suppose that these 
losses were made good by the Russian consumer in the shape of higher 
prices. (Pp. 2779-80.) 

The Russian state as a consumer likewise exerts a potent influ- 
ence upon the industries of the country. The government expendi- 
tures for the year 1903 were estimated at 2,071,667,000 rubles, i. ¢., 
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$1,066,000,000. The principal items of the budget were as follows: 


1893 1903 
(1 = 1,000 Rubles) 


Army - - - . - - - - - - - 272,439 320,924 
Navy - - - - - - 54,842 116,231 
Merchant marine and port service - 451,083 
Operation of government railways - - - - - 53.349 314,930 
Building of new railways and feeding lines, increase of 
rolling stock and improvements - - - - 54,873 178,804 
Sale of spirits - - - - - - - - ees 172,968 
Government studs - - - - . - - - 1,305 2,070 
Total - - - - - - - - - - 436,808 1,566,610 


The appropriations for the army and navy, with the exception 
of salaries, are expended for supplies; all the other expenditures 
enumerated above were for industrial purposes; thus about 75 per 
cent. of the budget for 1903 represented government orders and 
purchases. Within the ten years last past the government nearly 
quadrupled its demand for goods. The following statements show 
beyond the possibility of doubt that a strong impetus was thereby 
given to certain industries : 


The building of new railways caused new and increased demand for rails, 
rolling material, structural iron, bridges, telegraphs, cars, cement, coal, and 
numerous other articles, for the manufacture of which large and moderr 
works were established. The expectations of securing large and profitable 
government orders became the main stimulus of industrial expansion. New 
factories went up by the scores and hundreds in the central Moscow-Vladimir 
region, in the Donetz region, where abundant deposits of coal and iron are 
found, in the larger port towns, easily accessible to English coal and foreign 
enterprise and skill, and in Poland, where German and Jewish capital and 
local and Silesian coal were near at hand. Between the years 1894 and 1899 
827 stock companies, with a nominal capital of 1,420 million rubles, were 
chartered. The output of industrial establishments within the decade 1887-97, 
according to the figures of the finance department, more than doubled, the 
number of workmen employed rose from less than one and one-half millions 
to over two millions, while the number of workers engaged in mining and in 
the iron industry rose from about 391,000 to over 544,000 during the same 
period..... The output of coal for the entire empire rose from less than 
six million metric tons in 1890 to over sixteen miillion in 1900; .... the 
production of pig iron increased from 902,000 metric tons in 1890 to 2,906,009 
metric tons in 1900, while the number of coal miners alone more than doubled 
hetween the years 1890 and 1899... . . 
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The intimate connection between the industrial growth, just characterized, 
and the railway-building undertaken by the government becomes even more 
apparent when the amounts expended by the latter for this purpose during 
this time are borne in mind. During the years 1894-99 more than 1,200 mil- 
lion rubles were expended in railway-building and the purchase of rolling 
material, and by far the larger part of this huge outlay was in the shape of 
orders to domestic concerns. This dependence of the young industries upon 
governmental favors is one of the distinctive features of modern Russian 
development. When, during the most recent years, owing to the financial 
stringency in the European money markets and the unexpected demands upon 
the treasury by reason of the troubles in the far East, greater economy of 
government outlays, however productive, became necessary, resulting in 
smaller orders at lower prices or the entire suspension of these orders, the 
effects in a good many cases were fatal. The change from good to bad times 
was naturally felt most painfully by those concerns which, during the period 
of over speculation, were badly financed, starting with insufficient working 
capital and a heavy bonded indebtedness. This is especially true of those 
enterprises Which were launched by means of foreign capital. It is calculated 
officially that by the end of 1899 there had been chartered 146 foreign stock 
companies with a nominal capital of 765 million rubles. Of this total, French 
and Belgian capital nominally furnished one-third each, while the rest repre- 
sented British and German investments. How much of this total was Russian 
capital, working under the guise of foreign firms, is unknown. Many of these 
enterprises, while yielding enormous profit to their promoters, were financially 
unsound and dependent for their very existence upon government or corporate 
orders at high prices. For the fact should not be overlooked that during all 
this period the condition of the great agricultural masses, owing chiefly to 
continuous bad harvests, was far from improving, the government being even 
compelled to set aside for some years large amounts to feed the starving 
peasantry, to advance to this class the means wherewith to buy seeds and to 
replenish their animal stock. It is safe to assume that the rate of growth of 
popular consumption, as distinct from: consumption caused by the extension 
of government activities during the decade under consideration, was far below 
the rate of growth of production of the large industries. At the end of 1899 
the signs of an approaching industria! crisis became unmistakable. Notwith- 
standing the increase of the circulating medium and the generous financial 
assistance accorded by the government to the private banks and industrial 
concerns, a money stringency set in which could not be remedied by existing 
credit facilities. During the following year the depression became more 
general. .... The collapse of banking institutions which had financed many 
of these new industrial concerns, especially in the south, made the crisis acute. 
.... Industrial progress . ... received a sudden check. (Pp. 2772-73.) 


The industries of the country had not recovered from the effects 
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of the crisis when the present war broke out, bringing in its train a 
new industrial depression, and time will be required before the busi- 
ness of the country can resume its normal course. 

Another powerful factor in the development of Russian industry 
has been the high protective tariff, which has attracted domestic and 
foreign capital into Russian manufactures. The most important 
Russian industry is the manufacture of textiles, which furnished, 
according to the latest statistics available, more than one-third of the 
total value of manufactured products. The cotton industry is the 
most important of this class of manufactures, the value of its 
products for 1897 being 430,000,000 rubles. Practically the entire 
product of the cotton-manufacturing industry found a market at 
home ; the value of all the exports of cotton goods for 1901 was only 
17,119,372 rubles. On the other hand, the imports of manufactured 
cotton goods for the year 1897 were valued only at 4,756,000 rubles. 

The development of manufactures in Russia can be best gauged 
by the relative value of domestic and imported products. The entire 
industrial output of the country in 1897 was worth 2,590,964,000 
rubles, whereas the imports of manufactured goods for the same 
vear were worth only 151,231,000 rubles. Deducting from the 
domestic output the exports of manufactured goods, viz., 19,026,000 
rubles, and half-manufactured articles, viz., 291,622,000 rubles,* we 
obtain the domestic consumption of home-made goods, equal to 
2,280,316,000 rubles, as against 151,231,000 rubles representing the 
consumption of foreign manufactures. In other words, 94 per cent. 
of the domestic demand is supplied by domestic manufactures. 
Russia is no longer a producer of crude material only and an importer 
of manufactured goods. On the contrary, the imports of raw and 
half-manufactured products from 1890 to 1902 exceeded in value 
one-halt of all imports. 

It is safe to say that Russian manufacturing industries do not 
depend upon foreign markets. The principal manufactured articles 
exported in 1901 were the following: 


Value 
(1 = 1,000 Rubles) 


Oil products - - 60,705 
Cotton manufactures - - - > 17,119 
Sugar - - - - - - - - 16,750 
Leather (including raw hides) ~*~ - - 6,811 

Total - - - - - - 110,385 


* This amount includes also raw products whose value is not segregated. 
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That the principal articles of Russia’s export trade are products 
of farming and forestry is shown by these figures for 1901: 


Value 

Articles (1 =1,000 Rubles) 
Breadstuffs, including flour - - - - 345,032 
Flax and hemp - - - - - 50,753 
Seeds - - - - - 10,025 
Butter - - - - - - - - 25,434 
Animals) - - - - 21,558 
Raw wool and bristles - . - - - 11,047 
Lumber_~ - - - - - - 57,274 


A comparison of the exports of manufactured and agricultural 
products shows that the latter exceed five times the value of the 
former. The exports to Asia amounted in 1901 to $22,384,000 out 
of a total of $392,215,000; practically all exports were to European 
countries. These facts clearly show that Russian expansion in the 
far East is not commercial in character. Russia has little to sell 
abroad except farm products, and her market is in western Europe. 
Her exports to Asia are a negligible quantity compared with the 
vastness of her home market for manufactured products. 


I. A. Hourwicu. 
D. C. 
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BOOK REVIEWS. 


La Russie économique. By ALFRED ANspAcH. With an Intro- 
duction. by CHARLES DE LariviERE. Paris: H. Le Soudier, 
1904. 8vo, pp. xviii + 394. 

THE writer of the introduction thinks that it was with more 
adulation than truth that Voltaire exclaimed, “The light is hence- 
forth goming from the north,’ and the book under review is cer- 
tainly an interesting comment on the prophecy. 


With an incomparable spirit of wisdom have the successors of the great 
Czar [Peter the Great] unfolded and extended his program. (P. 1i.) 

The Russian sovereigns perceived with the clear mind of genius what 
Russia could become in the world’s market. And there came a statesman 
who, seconded by a throng of co-workers whom he had assembled and guided 
with incomparable surety of vision, set in motion the admirable resources of 
the empire. .... But that he could put into operation such a program, he 
owed particularly to the policy and the wise will of the emperors Alexander 
III. and Nicholas II. As was wel! said by Mr. R. Wassia: “It is under the 
shelter of this policy of peace that Russia has made the undeniable progress 
which has enabled her to rank with the industrial nations. (Pp. vii, viii.) 


Among the results of the Russian policy of peace are “a 
transformed agriculture,”* “an admirably conceived network of 
railways; and equilibrium in the finances” of the empire (p. xi). 


Mr. de Witte enjoys the confidence of the emperor, whose respectful and 
obedient co-worker he is. And the sovereign knows that this co-worker has 
labored for the good of Russia. It is thus that the best part of the glory 
which Russia will earn by its renovation will go to this emperor who received 
from the hands of his father a minister so well advised. (P. xiv.) 

Mr. de Witte has just left the ministry of finance to assume the duties 
of president of the committee of ministers. He has not been disgraced, though 
his detractors and adversaries have sought to give color to this rumor. ... . 
Mr. de Witte retains the entire confidence of his sovereign, who would not 
have called him to preside over one of the highest institutions of the state, 
nor appointed him member of the council of the empire, had he intended a 
blow for him. (P. xvi.) 


* Some instructive details were given in a recent review of Wheat-Growing in 
Russia, JouRNAL oF Pe.iticat Economy, December, 1903. 
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We are told in the introduction that the author of the book has 
lived twenty-seven vears in Russia and, by study and perseverance, 
has learned to know among other things, “the Russian soul” which, 
“vague” as it appears to other occidentals, is “to him familiar in 
all the folds of its mysticism and fatuity” (p. xv). This, no doubt, 
admirably fits him to deal with Russian financial problems. 

The first chapter, entitled “A Russian Statesman: His Excel- 
lency Mr. S. J. de Witte, Minister of Finance of Russia,” is a general 
survey of Mr. de Witte’s work. To confine ourselves to his career 
as minister of finance, we learn that 


On August 30, 1892, he became acting minister of finance, and on January 1, 
1893, he was at last appointed minister of finance and promoted to the rank 
of privy councilor. On the day of the coronation, May 14, 1896, he became 
secretary of state to his majesty the emperor, and on January 1, 1899, by 
imperial rescript, actual privy councilor. The minister of finance frequently 
received thanks and rescripts from his sovereign. No one has forgotten the 
rescript the emperor addressed to him in the beginning of 1903. He has all 
the Russian decorations up to (and including) St. Vladimir of the second 
degree, and many foreign decorations, among others the cross of the Legion 
d’honneur, the Black Eagle of Prussia, etc. (P. 5.) 

Twelve chapters are devoted to the following subjects: railways, 
colonization of Siberia, the merchant-marine, the monetary reform, 
the public debt, Russian budgets for ten years, indirect taxes, the 
liquor question, gold-mining, the tariff, the relations between Russia 
and Persia, etc. Every chapter of the book is in the nature of a 
“bill of particulars ” of Russia’s indebtedness to her great minister, 
with dates and amounts specified. 

Of all of Minister de Witte’s achievements, those which most 
strongly appeal to the world of finance are doubtless the resumption 
of specie payments which had been suspended since the Crimean 
War, and the introduction of the gold standard. Yet even the state- 
ment of a panegyrist cannot hide the fact that Mr. de Witte’s 
monetary reform was accomplished only through the repudiation of 
a part of the government’s obligations: the depreciated treasury 
notes were redeemed at the rate of two-thirds of their par value, that 
is, at their average quoted price. There was no time in the Russian 
financial history when the government could not have resumed 
specie payments had it decided to redeem its notes at their market 
price. The course of the paper ruble had never sunk for any length 
of time below 60 per cent. of its par value, and in 1890 it rose as 
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high as 72.6 per cent. In 1891, in anticipating the effects of the gen- 
eral failure of the crops, the ruble declined to 66.8 per cent., which 
was still above the rate at which Mr. de Witte ultimately redeemed 
the treasury notes. Any private bank was ready in 1891 to exchange 
a Russian imperial (10 rubles in gold) or its equivalent in foreign 
gold coin for 14.97 rubles in irredeemable paper. There appears no 
reason to believe that the Russian government could not at that time 
have procured all the gold it needed, in exchange for paper, at the rate 
of 15 rubles for one imperial, which was subsequently adopted by Mr. 
de Witte as a basis for his monetary reform. Surely no difficulty 
would have been experienced in obtaining gold on such terms in 1890, 
when the rate of exchange was 13.80 rubles for one imperial. But 
throughout the forty-year period of inconvertible paper currency it 
was thought in government circles that in order to maintain the faith 
of the government toward its obligations the resumption of specie 
payments ought to be effected at par. As this was not feasible, the 
matter remained in abeyance. Mr. de Witte cut the Gordian knot 
by openly proclaiming the bankruptcy of the government. This was, 
however, no new revolutionary departure — Mr. de Witte merely 
followed the precedent of the Russian “assignations”’ which had 
been redeemed during the first half of the nineteenth century at 25 
per cent. of their par value. In justification of his plan it may be 
argued that the losses occasioned by the depreciation of the paper 
currency had in the course of time gradually distributed themselves 
among all the people, while the resumption of specie payments at par 
would have accrued to the benefit of the last holders of the treasury 
notes, at the expense of all taxpayers. If this argument holds good, 
then the wisdom may well be questioned of Mr. de Witte’s efforts 
to raise the ruble from 63 per cent. to 6624 per cent. as a condition 
precedent to carrying out his pian of repudiation. Surely the ethical 
aspects of bankruptcy are the same whether it amounts to one-third 
or three-eighths of the original obligation. If some people were 
benefited as a result of the rise of the paper ruble, it was at the 
expense of others. 

Still the benefits of a stable currency and of the gold standard 
might be deemed sufficient in themselves to outweigh the inevitable 
imperfections of ali things human. Unluckily, under the existing 
economic, financial, and political conditions of the Russian Empire, 
Mr. de Witte’s monetary reform has no firm foundation. The 
antiquated system of taxation under which the burdens are appor- 
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tioned in inverse ratio to the resources of the taxpayers, the extreme 
poverty of the bulk of the latter, the heavy demands and the unre- 
strained powers of the government, all militate against the stability 
of the currency. The outbreak of hostilities in the East has imme- 
diately been followed by an issue of uncovered paper, and the 
exigencies of war may yet compel a return to the time-honored 
expedient of fiat money. 
I. A. H. 


Wasuinecrton, D. C. 


The Anthracite Communities: A Study of the Demography, the 
Social, Educational and Moral Life of the Anthracite 
Regions. By Peter Ronerrs. New York: The Mac- 
millan Co., 1904. 8vo, pp. xiii + 387. 


Die Lage der Bergarbeiter im Ruhrrevier. By Lorenz PIEPER. 
Stuttgart and Berlin: J. G. Cotta’sche Buchhandlung Nach- 
folger, 1903. 8vo, pp. xii + 266. 


THESE two volumes, though dealing with mining districts widely 
separated, present, as might be expected, many problems of the 
same character. They are the problems of large and compact bodies 
of rude laborers, in practical isolation, performing a highly danger- 
ous service. What one would not look for, but finds, is the existence 
of common problems growing out of race antagonism. In the 
anthracite region every one is impressed with the social and eco- 
nomical import of the “ Slav invasion;” the Ruhrrevier has also its 
portentous Polenfrage. 

Of the two books that of Dr. Roberts has, as its title indicates, 
the broader scope. While primarily concerned with the mining 
population of the anthracite region, he is led into a study of com- 
munity life, both as influencing, and as influenced by, those employed 
at the mines. The book is the continuation of the study begun in the 
Anthracite Coal Industry (1go1), which was reviewed in this 
JourNnaAt for June, 1902. The starting-point is made in the analysis 
of the population and its physical environment. The presence of 
twenty-six nationalities here is made to color the account in every 
chapter of the book. The usual division of these peoples into 
“ English-speaking” or “ Anglo-Saxon” peoples on the one hand, 
and the “Slavs,” including all those from southern and eastern 
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Europe, on the other, is followed by Dr. Roberts. More carefully than 
is done elsewhere, he estimates the number of the Slavs, and con- 
cludes that 50 per cent. of those employed at the mines are of this 
class, and that the total population so designated is about 100,000. 
Between these and the “ white” population there is a social chasm, 
about the only sign of bridging which is found in the co-operation of 
every nationality in the strikes of 1900 and 1902, and in the con- 
tinuance of the United Mine Workers’ Union. 

The evidence of a low standard of morality, even when compared 
with the rest of the state of Pennsylvania, is found in criminal 
statistics, in the prevalence of saloons, and in the low tone of private 
and political morals. Two influences at work to produce the condi- 
tions described are worthy of all the emphasis the author gives them: 
(1) the influence of the mixture of races, and (2) the effect of 
absentee control of the business of the community. On the first 
point Dr. Roberts says: 

The mixtures in the anthracite coal fields cannot be studied, but the con- 
viction grows that the moral constraint due to discipiine and order is largely 
wanting. In every town differences on the main points of human life are 
tolerated. It cannot be otherwise in a society where customs differ. But this 
tolerance results in carelessness of manners and leads to skepticism. Many 
are led to believe, as they see peoples diverge on moral questions, that right 
and wrong are the creatures of human caprice, having no objective validity 
in the well-being of society. The native-born questions the traditional ideas 
imported from beyond the seas, which were potent factors in the lives of his 
parents and tended to the preservation of law and order. The inevitable 
consequence is moral retrogression. It is patent to all, and leads to disastrous 
consequences in the lives of native-born of foreign-born parents. The great 
need of the hour in the mining communities is the introduction of intellectual 
and moral forces which will counteract the tendency to retrogression from 
this mixture of races. 

While moral and economic standards have been lowered by the 
influx of an ignorant and alien population, there has gone along 
with the centralization of control of the industry the withdrawal of 
the property-owning class. 

The withdrawal of the élite members of the anthracite communities means 
the weakening of the conservative factor, and the readier subjection of those 
remaining to the crudities and vagaries of the ignorant and the designing. 
.... This lowest stratum of the liberal factor disturbs the peace of these 
communities, leads to culpable wastefulness in management of public finance, 
and confounds industrial relations so that the mining business is either raised 
to the verge of a revolution or debased to the condition of abject servitude. 
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Chapter xii, which deals with “ Politics in Mining Communities,” 
might well have had this for a text. The existence of corrupt 
machine politics can be accounted for largely by the fact that these 
communities are in Pennsylvania; but one cannot doubt that cor- 
ruption in borough and county affairs, the inefficiency and waste- 
fulness of every public undertaking, and the lack of adequate 
provision for health, comfort, and pleasure, which the author 
graphically describes, are due in large measure to absenteeism. 
Economy can hardly be expected where, as is the case in thirteen 
townships in Schuylkill county, from 84 to 97 per cent. of the taxes 
are paid by corporations represented in the locality only by inferior 
officials whose sole business it is to exploit the mines. 

An inadequate treatment is given to the methods of relief organ- 
ized by the companies ; but much detail is given of miners’ organiza- 
tions for sick benefits, and other fraternal purposes with which the 
region seems to abound. Much information is also given about 
“those who save” by depositing in the banks and through building 
and loan associations. But after all the “averages” given, and in 
spite of numerous examples, thrift is not a characteristic of these 
communities. The chapter on home life shows ignorant and waste- 
ful expenditure; the one on the “ Men at the Bar” shows that these 
communities support 3,000 saloons. One saloon for each 100 of 
population is not unusual. Mahanoy City, with 13,700 people, 
requires 143 saloons, while its spiritual needs are supplied by 17 
churches. McAdoo, a purely mining town, has one saloon for each 
70 persons. The estimate is made that $10,800,000 are annually 
expended in drinking-places in the whole region. 

The book must leave the impression with the reader that life in 
the anthracite communities is mostly tragedy. The closing chapter 
tries to point the “ way out,” (1) through Harrisburg, chiefly by the 
enactment of better laws, with better enforcement to lessen dangers 
and to provide for relief in case of accidents, to check drunkenness 
and vice, and to provide better sanitary conditions; (2) through the 
spiritualizing influence of the church. But it is not in a hopeful tone 
that these suggestions are made. 


The district described by Dr. Piepcr lies in Westphalia, on both 
sides of the Ruhr, near where it falls into the Rhine. Although the 
mines have long been worked, their great development has taken 
place since 1865, and during the past ten years production has 
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doubled, and the working force has risen from 127,000 to 227,000 
men. Unlike the anthracite region, the Ruhrrevier has before it a 
long period of rapid development. While immigration to the former 
has practically ceased, according to Dr. Roberts, the population of the 
Ruhr district is growing rapidly. The mining force is being 
recruited, not from the sons of miners — only 15 per cent. are such — 
but by immigrants chiefly from the agricultural districts. Over one- 
third of the miners are non-German-speaking, most of them classed 
as Poles, though thirty-six languages are represented. Against the 
Poles there is great bitterness—an expression of the Alldeutsch 
movement. The author can find no valid ground for the hostility 
based on their influence in depressing wages. They are, on the 
whole, temperate and thrifty. It is estimated that they send “ home ” 
two-thirds of their earnings. They supply almost solely —as the 
same class, until recently, has done in the anthracite region — the 
unskilled labor of the mines. Law forbids their employment as 
miners, as it does in Pennsylvania, till they can speak and under- 
stand the language of the country. The author calls the Slavs “our 
fifth estate,” and he contends that with the introduction of cutting- 
machines, now rapidly taking place, this class of unskilled labor will 
find a larger and larger employment. 

The conditions of employment seem, on the whole, favorable. 
The men work in eight-hour shifts — an advantage gained by the 
strike of 1889, which occupies the place in the history of that region 
now occupied by the strike of 1902 in Pennsylvania. There is some 
complaint that the operators administer the eight-hour agreement in 
such a way as to require nine and sometimes ten hours under 
ground. The employment is more regular than in the anthracite 
mines. Since 1892 the average number of shifts per employee has 
not been less than 300, and in 1900 it was 318. In the same time the 
number of days worked in the anthracite mines has rarely been 200, 
the average being about 180. Wages are low as compared with 
those in this country. The highest class received nearly twice as 
much in 1900 as in 1888, and yet got only 5.16 marks, and the annual 
earnings for the class averaged only 1,592 marks. The author gives 
tables showing the price of coal for a series of years, another show- 
ing the profits of the mine-owners, and concludes that the demands 
of the men for higher wages are justified by the profits of the busi- 
ness. Conditions as to safety are not relatively so favorable as they 
were some years ago. England used to send commissions of inquiry 
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to Germany to learn the secret of safe mining. Lately Germany has 
sent such commissions to England. The number of fatal accidents 
in England per 1,000 employed was in 1900, 1.29; for all Prussia, 
2.24; for the anthracite region, 3.29 (1899). The greatest hope for 
improving conditions of safety lies in the increased use of cutting- 
machines, now little employed. In mines where they are used they 
have, by lessening the accidents due to “roof falls,” reduced the 
fatalities by one-half. 

The conditions outside the mines are described in the last four 
chapters. The housing of the population is studied in great detail. 
Of the miners 17 per cent. live in their own houses, 21.1 per cent. 
in houses belonging to the companies, and 61.9 per cent. in private 
rented houses. The rentals of company houses, like those in the 
anthracite region, are lower than the rentals of private houses. No 
such conditions of shameful overcrowding are reported as are found 
in the anthracite region. Still the dwellings are very humble. Of 
251 representative dwellings it was found that 5 per cent. got along 
with one room, 57 per cent. with a kitchen and one bedroom, and 25 
per cent. with a kitchen and two bedrooms. The picture of the 
social life is much more pleasant than that in the anthracite com- 
munities. State insurance gives certain relief for those who conform 
with the conditions of the law. But it is complained that the rates 
are higher than used to be required for keeping up the old Knapp- 
schaftskassen, that the law interferes with Freiziigigkeit, and hence 
certain reforms are demanded. The miners maintain various minor 
organizations for mutual aid, have libraries and reading-rooms, 
maintain lecture and concert courses, and support Volksgdrten and 
otlier places of resort. 

Both books agree in finding in the Slav a valuable industrial 
agent and in regarding him as by no means hopeless, under proper 
surroundings, from the point of view of citizenship; in insisting on 
more efficient and honest inspection of the mines; and in paying 
tribute to the miners’ unions as a means of economic and moral 
betterment. GEORGE O. VIRTUE. 


Winona, MINN. 
The Slav Invasion and the Mine Workers. By FRANK JULIAN 
Warne. Philadelphia: J. B. Lippincott, 1904. 12mo, 
pp. 211. 


THE material for this interesting book was for the most part 
collected in the anthracite region during the strikes of 1900 and 1902, 
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for a series of newspaper articles. The first three chapters review 
the earlier and happier conditions of the laborer in the region and 
tell in a graphic manner the story of the coming of the “Slav.” 
The remaining seven chapters tell of the social and industrial changes 
wrought during the last quarter of a century and the part played by 
the “ Slav invasion ” in those changes. 

How important that part was in the opinion of the author is 
indicated by the following statement: “The coming of the Slav 
into the hard-coal fields was the primary or fundamental cause 
operating within the anthracite region to produce the strikes of 1900 
and 1902. The other forces which had a part in bringing about 
these industrial disturbances were based upon and were put into 
operation by this invasion.” These men, with their lower standard 
of living, first crowded the English-speaking workmen out of the 
southern field — some leaving the industry, others migrating to the 
northern field —then with their weapon of cheap labor attacked 
them in their stronghold; not that they compelled a reduction of 
wages, except indirectly through acquiescing in the “large ton,” the 
growing car,” and in working in places where English-speaking 
laborers could not support themselves. It was in the northern field 
that the strike of 1900 originated, as a revolt against intolerable con- 
ditions, and it was here the organization of the men began, which 
soon swept over the whole region. The union was able for the first 
time to induce the different racial elements to co-operate. It has 
continued the useful service of holding together these elements to a 
certain extent, and hence tends to check that “ conflict of standards ” 
which has brought evil, not only to the English-speaking mine 
worker, but to the whole community in a score of ways. 

The value of the book lies in the attempt it makes to analyze and 
interpret the factors that dominate the anthracite communities ; but 
it may be questioned whether, in elaborating the Slav theory, other 
important factors have not been neglected. The book is a vigorous 
stimulating piece of work. 


G. O. V. 


Winona, Mtxn. 


L’exode rural et le retour aux champs. By EMILE VANDERVELDE. 
Paris: Félix Alcan, 1903. 8vo, pp. 304. 

In this pamphlet on the “ Migrations from the Country and the 

Return to the Fields,” the Belgian socialist Vandervelde first dis- 
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cusses the extent, the reasons, the forms, and the consequences of the 
trend toward the cities, and then investigates “ whether the views of 
Proudhon, Pecqueur, Fourier, and Owen on the reconciliation of 
manufactures and agriculture, and on the significance of urban and 
rural life, were perhaps defective only in that they were expressed at 
too early a date.” According to M. Vandervelde, the flight from the 
country is the result of a combination of three causes: the attractive 
force of the cities, the development and the cheapness of transporta- 
tion facilities, and the relative over-population of the rural districts. 
This migration under any conditions is detrimental to the farmer, 
but it is followed by an increase of wages, not only for those who 
leave the country, but, as a consequence of the resulting want of 
help, as a rule also for those who stay. It has an extremely whole- 
some influence upon the intellectual, and especially the political, 
advancement of the emigrants, and does not affect them badly as to 
morals; but it is fatal to their physical development. The concen- 
tration process of the population, M. Vandervelde thinks, has already 
passed its highest mark. The growth of transportation facilities has 
enlarged the market of certain rural industries, and the removal of 
factories to the country has started a migration from the cities. 
“We then have,” the author says in his conclusion, “to face a con- 
flict between the interests of the industrial, intellectual, zsthetic 
production which require the concentration of a large number of 
people in the cities, and the interests of the public health which 
oppose their concentration.” He sees a preliminary solution in the 
increase of the migration toward the country and in the improvement 
of hygienic conditions within the cities, and a final remedy in the 
mutual intermixture of the city and the country which would make 
it possible for both to have the advantages which, at the present time, 
only one of the two can enjoy. 

M. Vandervelde treats the internal migrations from a very broad 
standpoint. He discusses almost any phase oi this complicated 
problem, and yet he succeeds, in spite of the small bulk of the volume, 
in communicating in full detail the scientific results of the travels 
which he undertook in connection with this investigation. His chap- 
ter on the workingmen’s trains may be especially recommended to 
American students. His discussion embraces every civilized nation 
and he utilizes the literature of widely different countries — so far as 
American authors are concerned, he merely quotes Weber’s Growth 
of the Cities in the Nineteenth Century, and Harris’s Present Condi- 
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tions of the Hand-Working and Domestic Industries of Germany — 
and the parallels which he draws between Belgian and German, 
between English and continental, between American and European, 
conditions are extremely suggestive. The main drawback of his 
book is that he occasionally puts too much faith in the assertions of 
authors whose exactness does not always correspond to the popu- 
larity of their writings. Altogether M. Vandervelde’s book must be 
considered a most valuable contribution to the literature on internal 
inigrations. 
R. R. KuczyNnsk1. 
ELBERFELD, GERMANY. 


Principles of Political Economy. By CHarLes Gripe. Second 
American edition. Translated by C. BepirTz. 
Boston: D.C. Heath & Co., 1904. 8vo, pp xiv + 700. 


Elements of Political Economy. By J. SuteLp NICHOLSON. 
New York: The Macmillan Co., 1903. Pp. xvii + 520. 


Ir would be clearly gratuitous or even impertinent at this date 
to call attention to the great and obvious merits of Professor Gide’s 
Principes d’économie politique, now in its eighth edition in France, 
and appearing in English in a new and second rendering, after having 
been translated into a dozen different languages. No more with 
this later than with the earlier editions can it be questioned that there 
exist a need and a place for a book of the quality and temper of Pro- 
fessor Gide’s work. 

Precisely what appeal, however, this new edition will make to the 
distinctly economic world, or what degree of adaptation will be found 
in it for class-room requirements, is not so clear —is, indeed, less 
clear than was the case with the earlier translation. In the main, 
the prefatory estimate of Professor Bonar in 1891 applies to the 
present work: it is “neither a primer for beginners nor a disserta- 
tion for the learned ; but a good book for serious students who have 
mastered the economic alphabet and are feeling their way to a judg- 
ment of their own on economic subjects.” This fairly well falls in 
with the author’s own judgment, as given in the preface to the first 
French edition: “This book is not intended for pupils in primary 
schools or for use in secondary education; nor is it addressed exclu- 
sively to students in the universities; its object is also to reach 
practical men.” 
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Making note by the way that the earlier edition has in fact met 
with a creditable measure of success in secondary schools in America, 
one turns to inquire as to what has, in this new edition, been achieved 
or sacrificed from the point of view of college or university text-book 
needs. This new rendering at the hands of Professor Beditz well 
preserves the graces and felicities of style characteristic of the French 
original —as, for that matter, did also the earlier translation. The 
important changes are along other lines: ‘“ The work as now issued, 
however, is not a mere translation of the eighth edition of the orig- 
inal, published some months ago. In some respects it is more and in 
others less.” The elimination of “all distinctively French illustrative 
material” and the “ substituted data from American sources,” in the 
collating of which last the American author has “endeavored to 
quote the latest and most reliable authorities,’ would deserve, in 
execution as in motive, nothing but commendation, were it possible 
to distinguish either in notes or in text the American additions from 
the French original. “Some of the sections on Distribution and on 
Consumption seemed hardly abreast of American investigations in 
these exceptionally important domains of economic science, and I 
have therefore taken the liberty here and there to add whole para- 
graphs and pages;” but all this without indication or notice other 
than that given in the translator’s preface. It is no small liberty. 
That it is all right as far as Professor Gide is concerned —as one 
halt infers —leaves it none the less all wrong as far as the general 
reader is concerned, and is sufficient to condemn the work fron: the 
point of view of a text. For this latter purpose, or at all events for 
college and university uses, the exposition of the original appears 
somewhat to lack system and close articulation. But whatever may 
be the truth in this regard, the situation changes to the serious when 
it becomes impossible to know whose thought is before the student. 
Has one to do with the doctrine of Gide or of the translator, or of 
both? For the university student, at any rate, this is an important 
matter; if, in truth, he does not greatly care as to his authority -- as 
is commonly enough the fact —it is a part of his business to learn to 
care. In the present state of economic thought, or in any probaply 
proximate future, and especially with regard to subjects of the doc- 
trinal importance and uncertainty of Distribution, the authority in 
hand is part of the investigation; it in no wise matters that, in the 
translator’s opinion, “the added matter is purely expository and 
supplementary, and is in no sense discordant with the avowed pur- 
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pose of Professor Gide’s book.” Perhaps, and perhaps not; but 
there is obviously uncertainty over all of it. True, one who cares to 
know who is talking may find this out by consulting the eighth orig- 
inal edition, if he has it, as the present writer has not; but whoever 
has the eighth original edition will decide to get along without this 
American rendering. 


Of the doctrinal positions of Professor Nicholson’s introductory 
text not much in the way of comment is at present called for. But 
one stops to note that, under the general title of Distribution, wages, 
profits — regarded as inclusive of interest —and rent are treated in 
advance of Exchange and Value, as costs leading up to and explain- 
ing value. To assert that all this is out of line with later econontic 
thought may as well be to condemn the later thought as the earlier, 
but, for better or for worse, the fact remains that the trend of theory 
is distinctly away from this position. One may question whether 
these distributive shares are better regarded as corollaries of value 
or as opaque, definitive, unexplained data by which value is itself to 
be investigated and understood; but it can hardly be true that this 
latter position can at this time be regarded as satisfactory. The 
truth appears to be that, inasmuch as the wages which, to the 
employer, are cost, are at the same time income — distributive shares 
—to the laborer, and inasmuch as the interest or the rent accruing 
as distributive shares to capitalists or to landowners are to the bor- 
rowers or the renters the cost outlays of their undertakings, there 
can be no adequate treatment of value and distribution separately or 
otherwise than as parts of one and the same problem. But that there 
is room enough for difference of opinion upon this question is suffi- 
ciently established by the fact that the difference exists. That in 
Nicholson's view the question is more than one of mere order of 
exposition is clearly indicated upon p. 238: “The normal prices of 
finished goods do not determine the rate of wages, but rather the 
reverse.” And he accepts the doctrine, somehow characteristic of 
this point of view — though intrinsically and essentially at variance 
with it — whereby interest and wage outlays are presented as deter- 
minant facts in the making of value, while rent payments are 
excluded. 

However, all of these doctrinal features are based upon the 
author’s well-known views, as set forth in his larger work; for those 
who concur in his doctrine it only remains to estimate the merits 
for text-book purposes of this shorter exposition. 
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Despite the care of the author to the contrary, the shorter work 
seems to have too much the character of a summary or an abstract ; 
it strikes one as over-condensed, over-abstract, and over-difficult ; 
the practical applications of the doctrinal discussions to the concrete 
and everyday life of affairs are insufficiently emphasized. Nor for 
the purposes of an introductory text are the different topics presented 
in right perspective; that is to say, the distribution of space and 
emphasis will hardly strike the instructor as fortunate. Where, by 
the very necessities of the case, few things or none can be thoroughly 
done, while many fail of being done at all, there is small occasion to 
devote three pages of discussion to the six rules to be observed in 
formulating definitions of terms; three other pages to the concept of 
sovereignty and the ethical problems underlying private property ; 
six pages to the institutions of inheritance and bequest; eight more 
to the nature of landownership and the right of expropriation; six- 
teen other pages to what may be described as the political science or 
sociology of socialism, as distinguished from the economics. On the 
other hand, the book is clearly and attractively written and in admir- 
able temper; in the main, it is in scope and extent and subject-matter 
what one should reasonably ask of a text; and, for better or for 
worse, it contains none of the devices and adaptations which should 
perhaps in strictness differentiate the text from the treatise, but 
which commonly, even to the instructor, impress upon a book an 
unattractive, if not a forbidding, aspect. 

H. J. Davenport. 


Perché l'Italia povera e come pud diventare ricca. By 
Marin. Verona: Fratelli Drucker, 1903. 8vo, pp. 320. 


THE author —a physician and for some years a resident of the 
Argentine Republic— reflecting upon the inferiority of the Italian 
emigrant to the emigrants from other lands, was led to undertake the 
inquiry, of which this book is the fruit. According to Dr. Marin, 
the inferiority of the Italian is by no means innate, but is the result 
of his extreme poverty. There is hope for the ultimate improvement 
of his condition, since the poverty of Italy is not the inevitable conse- 
quence of its lack of coal and other important resources, but is due toe 
the failure to develop its latent wealth through scientific agriculture 
and the conversion of water power into electricity. The fundamentai 
cause of the poverty of Italy, according’ to Dr. Marin, is the faulty 
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system of education. Numerous but poorly equipped universities 
train great numbers of doctors and of lawyers, who cannot find 
employment and form an intellectual proletariat. On the other 
hand, the few schools of agriculture, industry, and commerce are 
scantily attended, and the instruction lacks a practical character. 
Reduce the number of universities, improve their scientific equip- 
ment, and introduce into every university thoroughly practical 
instruction in agriculture, industry, and commerce; work directly 
for economic development and social improvement will follow. In 
brief, do as Germany has done —this is the recurring refrain. 

The book presents a practical program; it is not a contribution 
to scholarship. It contains some argument, statistics collected from 
a variety of sources, frequent rhetorical appeals, and much weari- 


some iteration. 
Frances G. DAVENPORT. 


VASSAR COLLEGE. 


L’Assicurasione contro Disoccupasione. By Matteo 
Marreorti. Turin: Fratelli Bocca, 1901. 8vo, pp. vii + 
270. 

UNDER present industrial conditions the risk of unemployment 
would appear to be one that is hardly susceptible of a sufficiently 
definite mathematical or statistical determination to admit of insur- 
ance. Certainly it would seem to be the least insurable of industrial 
risks, and it has not yet been successfully brought under any com- 
prehensive scheme of workingmen’s insurance. The demand for it 
has nevertheless been pretty constant and pressing, and has in cer- 
tain communities become an issue in practical politics; at least one , 
municipality — canton St. Gall in Switzerland — has instituted a sys- 
tem of compulsory insurance against unemployment. Although the 
experiment did not prove entirely successful, similar projects have 
been set on foot in other communities, as, for example, in Basle and 
Zurich, and are being agitated in France, while in Germany the 
People’s Party favors the inclusion of this risk under some scheme 
of compulsory government insurance. Professor Matteo Matteotti has 
made a careful study of these experiments and projected schemes, 
and his account of them is decidedly enlightening. The laws and 
projected legislative enactments providing for voluntary government 
insurance in various communities are also discussed by him at 
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length, as are methods of trade-union insurance, and of compulsory 
saving. 

Especial interest attaches to the chapter in which certain adminis- 
trative questions are raised and the practical difficulties encountered 
are discussed. The institution of any scheme of insurance involves 
the consideration of such questions as the following: Who should 
contribute to the insurance fund, and if any but the insured, as, for 
example, the employer or the government, in what proportions ? 
How shall the trade risks be graduated and determined? How shall 
that unemployment which results from industrial conditions be 
differentiated from that which results from other causes, such as 
indisposition to work, incapacity, invalidism or superannuation ? 
Should payments be made in case of strikes or lockouts? Should 
insurance be limited to certain classes or trades ? 

All this, of course, assumes that the risk of unemployment is 
insurable; and this, aside from any consideration of the advantages 
or disadvantages of this sort of insurance, must be regarded as still 
an open question. It is at least doubtful if any method of providing 
such insurance has yet been devised which does not put more or less 
of a premium upon idleness and inefficiency. Compulsory and vol- 
untary insurance against sickness, accident, old age and invalidism, 
however questionable in some of its phases, is comparatively simple, 
since in all these cases the risk may be determined with a consider- 
able degree of accuracy. The industrial and chronological incidence 
of unemployment are, however, practically indeterminate, and even 
if the risk might be determined under present conditions it might be 
expected to change as a direct consequence of the institution of insur- 
ance itself. Again it may be suggested that the principle upon 
which such insurance is based is one which economists generally will 
be loath to accept, 7. ¢., that it is easier in periods of great depression 
and consequent unemployment, as at other times, to pay wages to the 
unemployed, than to provide employinent at fair wages. Economics 
conditions a man’s right to wages upon the performance of economic 
service. Some economic justification may be found for that social 
philosophy which premises, as an axiom of social justice, a man’s 
right to work, although wherever society has undertaken to insure its 
members in the exercise of this right, the efforts have resulted in 
ignominious failure. The insurance of wages without the require- 
ment of work must subject social institutions to even greater strain. 

Joun CuMMINGs. 
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Landwirtschaft und Sozialdemokratie in sittlicher Beleuchtung: 
Ein Beitrag sur Abwehr socialdemokratischer Landagitation. 
sy HERMANN KOn er. Erste drei Hefte. Leipzig: J. C. 
Hinrichs’sche Buchhandlung, 1903. 8vo, pp. vi + 145. 


Tne radical political movement now so prominent in Germany 
under the name of the Social Democracy has, in face of a half- 
century of active opposition, especially from church and state, made 
for itself the rather astounding following of upward of three million 
voters. As far as can be made out, however, these three million 
persons are predominatingly of one class, the factory workers, and 
the immediate aim of the Social Democratic movement, the conquest 
by the ballot box of the machinery of government, can never be 
achieved so long as its following is thus limited to a single class. 
The adept party leaders of the agitation have long since recognized 
this fact, and during the past ten years, especially in southern Ger- 
many, the supreme effort of their propagandist work has been to 
arouse in the rural districts the same “class consciousness” they 
have so sedulously, and apparently so successfully, awakened in the 
artisans and other city dwellers. 

It is to avert the possible success of this attempt that Herr 
Hermann Kohler has written his Landwirtschaft und Sozialdemo- 
kratie. To quote from his preface: 

The aim of this writing is to offer definite and necessary indications for 
defense against the Socialist party in their campaign to win the agricultural 
laborer and the small proprietor. 

In the first division of his work Herr Kohler shows, with much 
detail, how on questions of theory the party has become divided 
within itself. He points out by many illustrations how a well-defined 
group has grown up within the party-—a group which, accepting 
the later doctrines in political economy, is therefore inclined to deny 
the main premises of the Marxian economics and to ask for a revision 
of the party program. He seems to believe, as many others writing 
before the contrary evidences furnished by the recent Dresden con- 
gress would also have felt justified in believing, that the revisionists 
formed a very large and influential group within the party. The 
party program, he says, does not receive undivided faith. Now, the 
Social Democratic party program, says Herr Kohler, is to the social- 
istic movement what the apostolic symbols are to the Christian 
church, and it is despicable in a party which itself fails to unite upon 
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its credo to make, as it does, an actual proselytizing crusade and offer, 
with all the positiveness of one who has no doubts, a social theory 
that in the present promises little beyond struggle, and in the future 
nothing that is certain unless the party program is absolutely sound. 
On these grounds he holds that the Social Democrats stand con- 
victed of insincerity, in that they try to gain for purely political ends 
a foliowing for a doctrine to which they themselves do not give 
absolute allegiance. 

In addition to this insincerity, which he offers as first reason for 
mistrusting the socialist, he adds the imputation of creating result- 
less unrest and unhappiness. The socialists, he says, stir persistently 
and intentionally the worst passions in men. They publish vast 
quantities of propagandist literature — books, pamphlets, newspapers, 
and almanacs — and citations from these and from the speeches at 
clubs and public gatherings are used to show that they send to the 
German countryside “an infection whence the poison of discontent, 
envy, and bitterness will spread through the mass of people” (II, 
p. 18}. In the author’s view, the socialist would rob the peasant of 
his religion and of his respect for those officially empowered to 
administer it; would teach him to scout the law and to rebel against 
the duty of military service which the national standards and true 
patriotism now impose upon him; would even breed nonexistent 
at present a distrust and hatred between those who labor and those 
who employ labor. He puts the thought forcibly: 

To awaken all possible evil passions from the simple agricultural laborer 

up to the small proprietor, to poison at its roots also in the country [as he 
believes they have already done in the cities] the relation between him who 
offers labor and him who takes it, and to bring the first of these more and 
more against all organized authority —this is the avowed aim of their usual 
and objectionable efforts. (II, p. 61.) 
This result, says our author, is made possible only, on the one hand, 
by false pictures of the tyranny of the iandowners and exaggerations 
of the actual miseries of the peasants, and, on the other, by equally 
false pictures of the liberating results to be expected from the realiza- 
tion of a socialistic régime. 

Herr Kohler concedes that there is want among the husbandry, 
but assigns any especial misery in this class to such causes as foreign 
competition rather than to the class oppression of which the social- 
ists talk. He avers, moreover, that the socialists are really careless 
of the actual need and suffering of the peasantry; that they are 
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usually unwilling, or, if willing, are unable, to understand or to give 
aid to the rural misery ; that, given over to mere party politics, they 
do not really desire any amelioration of unsatisfactory ‘conditions, 
reckoning the sorrows of the unsuccessful and the unfortunate as a 
chief means for winning voters for the Social Democratic party. 
Finally our author, elaborating his belief that the Social Democratic 
teachings minimize or eradicate true patriotism and destroy all spur 
to individual initiative, sees in this fact the Social Democrat’s final 
and perhaps greatest menace to the national welfare. He brings 
expert military testimony to support his conviction that, as the basis 
of an effective army, the peasant is the hope of the German father- 
land. It then follows that, if the peasant ally himself with the Social 
Democracy, it will mean a defection in patriots such that the national 
independence will be seriously jeopardized. Again we are told that 
any party which would teach the peasant that he is no longer to be as 
an individual a factor in industry, but is of necessity to become part 
of a system of production on a large scale, any party whose tenets 
accentuate the already too great desire of the peasant to move to the 
cities, is proved thereby a menace to public order and to sound social 
progress. 

Having thus sounded the warning note, pointed out the numerical 
strength of the enemy, and his theoretical, political, and ethical 
unsoundness, Herr Kohler proposes means to face and conquer this 
enemy. He believes that the peasant will never be won to Social 
Democracy, nor learn to hate his employer, if, by government or 
private means, he be placed in a position of independence and self- 
respect; and this he thinks can be done without awaiting a socialist 
political revolution. He proposes first, efforts for organization of the 
agricultural laborers on principles other than those of the Social 
Democratic movement, organizations for upbuilding and not for 
attack, organizations for purely industrial and social purposes, and 
not for party tactics. Secondly, “inner colonization,” the transfer- 
ence of needy groups from densely occupied to sparsely populated 
lands, would, he thinks, stimulate new life, save the German peas- 
antry from an otherwise certain decline, and rob the socialist’s airy 
promises of a distant future happiness of all their force by giving 
immediate well-being. Thirdly, he makes a warm plea for dis- 
seminating through the rural districts co-operative societies, particu- 
larly credit banks on the plan of those of Raffeisen, holding that the 
appeal such associations make to the intelligence and imagination of 


} 
| 
+ 
‘ 
i 


BOOK REVIEWS 583 


the peasant cannot but develop and socialize him, and so build for 
individual independence and national welfare. 

Herr Kohler writes from no cursory acquaintance with the social- 
ist movement. If his work remains a somewhat heated polemic 
against the Social Democratic party, it is not because he has failed 
to acquaint himself with the theories and the personnel of the move- 
ment. He arraigns the doctrine and its political expression from no 
mere prejudice, but from the matured conviction of one who has 
made unlimited research among the most recent writings of his 
notably prolific adversaries. The reader of his work will find himself 
in touch with an enormous bibliography. It would perhaps be well 
for the candid inquirer, before accepting the views of Herr Kohler, 
to read in connection with them some less unsympathetic study of the 
socialistic agrarian movement — such, for example, as the lengthy 
chapter in Professor Edgard Milhaud’s La démocratie socialiste alle- 
mande —and note how citations from some of the same writings as 
those on which Herr Kohler bases his opinions can lead another to 
somewhat different conclusions. In that it is perfectly true that the 
future progress of the Social Democratic agitation now rests with the 
conquest of the peasant, books such as this of Herr Kohler have 
special interest, and any student of the political movement in Ger- 
many, or any student of the socialist movement, will find much to 
repay his reading of this latest of many attacks upon the much- 
belabored socialists, who, open as they are to much of the criticism 
that Herr Kohler with so many others has leveled at them, have 
always this much in their favor: that, creating adversaries, they at 
least arouse men from Philistine satisfaction with existing condi- 
tions; asserting extreme social disorders, they fix attention on those 
really existing; developing a theory of social service and associated 
effort on fallacious grounds, they press the social question, and force 
him who would refute their doctrine to propound a sounder theory 
of social growth. Jessica B. Perxorro. 


UNIversiry OF CALIFORNIA. 


The United States and Porto Rico. By L. S. Rowe. New 
York: Longmans, Green & Co., 1904. 16mo, pp. xiv -+ 
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Proressor Rowe is well prepared for the discussion of Porto 
Rican problems by a residence on the island as a member of two 
commissions to revise and codify the laws. 
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It is to the political and legal problems of the island that he 
especially adresses himself in this volume, with some incidental refer- 
ence, however, to economic conditions and problems. The decisions 
of the Supreme Court in the Insular Cases are reviewed at consider- 
able length; a chapter is devoted to the racial composition of the 
population; and several chapters to an historical sketch of the 
changes that have taken place in Porto Rico since the American 
occupation — the establishment of civil government, the reorganiza- 
tion of the system of local government and of the judicial system, 
the gradual introduction of trial by jury, etc. The chapter on finan- 
cial reorganization outlines the provisions of the Hollander Act, and 
predicts that the island will soon need to borrow money for the 
execution of public works, a necessity thus far avoided through the 
generosity of the federal government. The author considers it 
no small tribute to the ability of those who have directed the finances of the 
island, that, in spite of the ruinous effects of the hurricane of 1899, and the 
temporarily depressing influence of the change of standard from silver to 
gold, the insular treasury should have been able to meet all its obligations 
with such promptness as to command the confidence of investors in the States, 
and at the saine time furnish a salutary lesson in economy foresight, and 
prudence to the people of the island. 

Whether viewed from an industrial, political, or social standpoint, 
Professor Rowe thinks the conditions are very favorable for the 
successful solution of the problems confronting Porto Rico. The 
next ten years, he predicts, are likely to witness a remarkable indus- 
trial development of the island, not only in the production of sugar, 
but also in the coffee, tobacco, and fruit industries; coffee, indeed, 
may again become the dominant crop, as it was before the dis- 
astrous hurricane of 1899. This, however, it may be added, will 
depend largely upon the development of a demand for Porto Rican 
coffee in the United States. 

An appendix brings the historical matter down to the close of the 
legislative session of 1904, and an index makes the volume useful for 
ready reference. 


Max WEst. 


Wasuincton, D. C. 
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Famishing London: A Study of the Unemployed and Unem- 
ployable. By F. A. McKenzie. London: Hodder & 
Stoughton, 1993. 8vo, pp. 88. 


Mendiants et vagabonds. Par Lovis Riviére. Paris: Victor 
Lecoffre, 1902. 8vo, pp. xx + 2309. 

AN account of London poverty “ outside the beaten track of the 
slummer,” such as Mr. McKenzie gives in Famishing London, is 
well calculated to disturb the social philosophies of “ dwellers in com- 
fortable suburbs.” It is a significant fact that almost every writer 
who deals with this subject feels called upon to protest that his 
account, however sensational, is not an exaggeration but a plain 
statement of fact. Several years ago Mr. George Haw wrote out the 
story of London “ horribly-housed ;”’ the present little volume adds 
one more chapter, dealing more particularly with non-employment. 
“The Story of an East-End Street,” giving a detailed account of the 
condition of each family living on a certain street, is perhaps the 
most impressive portion of the book. 


M. Rivizre has prepared a careful historical and descriptive 
account of the phenomena of vagrancy and dependence in France 
and in other countries, following in each case the course of legis- 
lation — regulative, preventive and remedial—and indicating the 
relation of vagrancy to crime, and to other forms of indigence. The 
establishment of national workshops in France (1848), and of mis- 
cellaneous correctional institutions, workhouses, and labor and con- 
vict colonies in different countries, under public and under private 
management, is also considered at length. M. Riviére’s volume is a 
valuable contribution to the literature of the subject. 


tc 


Die Anfinge der merkantilistischen Gewerbepolitik in Oester- 
reich. By Max Apter. Wien: Franz Deuticke, 1903. 
8vo, pp. ix 121. 

THERE is not a little to learn from Adler’s pamphlet concerning 
the intermediate stages between the exclusive regulation of.labor by 
the guilds and its semi-free condition under the paternal supervision 
and protection of the state. These stages are not always particularly 
well understood by Americans, largely because we are likely to 
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think of the guilds rather as abolished by a stroke of the pen as in 
the case of Turgot, or utterly destroyed by a social revolution such 
as that of 1789. But abroad and in France as well changes of this 
kind, and it is safe to say of every kind, have come about very 
gradually, and the conservatism which seemed to maneat abusus 
rather than uwsus caused results to be achieved, even in regard to 
the most urgent reforms, only by very tortuous and circumstantial 
processes. The very slowness of growth seems quaintly illustrated 
in the author’s own longwinded passages and his lack of systematic 
grouping of facts, however valuable and accurate his details. Strange 
to say, the imagination is singularly affected by the reading, and 
the petrified state of conditions, the inimitable Zopf of paternal gov- 
ernment, whose chief task it was to rifle its subjects’ pockets with 
unruffled dignity and voluble profession of goodwill, are reflected in 
these pages as in a mirror. 

The pamphlet covers a period of some sixty years, ending with 
the decree of 1731. This decree, however, by no means abolished 
the guilds — Austria was not ready for so sweeping a measure; but 
the yoke of prohibitives was somewhat lessened, a uniform legisla- 
tion was established by means of which masters and journeymen 
might come to a more definite understanding, and the door was kept 
ajar for the entrance of the artisan into a regular and respected 
profession. Wéidrigenfalls the guilds might ultimately be abolished 
(p. 117). 

This determined attitude of the government the author explains 
by pointing to the fact that during the seventeenth century the ques- 
tion of revenue became of chief importance to all states of Europe 
and to Austria in particular because of the vainglorious (imperial) 
pretensions which she was under obligation to keep up despite her 
commercial and industrial decline. A contemporary accused the 
population of Vienna of being more eager for amusement than for 
work — an accusation which holds good to this day — and proposed 
a tightening of the reins in every direction to compel industry. But 
inasmuch as something more than force was needed to animate the 
stagnant spirit, the government itself should have turned entrepre- 
neur on a large scale, or at least assisted those who would, and thus 
lifted the spell of indifference and sloth. The author charges Austria 
with having been blind to the necessity of a change until this late 
date when she was already outdistanced by Holland, England, and 
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France. Bickerings with the guilds generally consumed all the 
energy of the boards or minister in charge. 

Meanwhile the commercial policy made France rich and influ- 
ential and political complications opened the eyes of the Austrian 
diplomats to the necessity of industrial reform. Here, however, 
they were met by the guilds which had completely changed from 
their original object of lessening friction, to being a cause of it, the 
source at once of turmoil and stagnation. To meet in some way the 
complicated conditions which they could not master, the guilds 
became more and more exclusive. They sought to maintain prices 
at a level to suit themselves, they became family coteries which 
declared trades and tradespeople outside their pale “ dishonest.” 
The cudgel of religious prejudice was frequently applied, and the 
exiling of non-Catholics deprived Austria of skilled workmen, the 
lack of whom proved ever afterwards her most serious industrial 
difficulty. The government was anxious to enter a wedge by start- 
ing undertakings under its patronage which should at once create 
small expenditure and give large results. And thus we find the 
strange combination of the house of correction and the factory. 
Beggars all over the country were chased together, confined within 
walls that could not easily be scaled and compelled to work, the 
number being occasionally swelled by disobedient servants and 
obstreperous journeymen who were thus punished. Any person 
who was willing to start a factory on such a plan usually had the 
government’s sanction. The nobility were even more advanta- 
geously situated by being able to compel their unfree population to 
work in the factory as another form of the customary week-work. 
3eggars, orphans and tramps caught and pressed into service for 
the mere pittance of a living supplied the numbers lacking. The 
breach thus effected in the régime of the guilds was further widened 
(1) by the change from daily wages to payment for piecework, (2) 
by the formation of small dealers into associations which were thus 
enabled to export more cheaply and in larger quantities, and finally, 
(3) by the laws enacted, which in a somewhat modern sense strove 
to increase home production by prohibiting foreign imports. The 
object was the usual one of keeping silver and gold within the 
borders. Since home production could not supply the articles 
demanded by the luxury of the time, the government attempted to 
remedy this, too, by issuing stringent laws against elaborate clothing 
or other ornaments. As usual the common man was cited as the one 
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whose extravagance in comparison with his means had caused the 
economic decline, a statement to which one provincial board per- 
tinently remarked that the ones whose economic irresponsibility had 
caused the evil were the bankrupt nobles and the clergy to whom the 
tradesmen could not ex metu reverentiae (!) deny credit. For a 
government whose eloquent motto was maneat asus et tollatur 
abusus, this seemed rather a severe rebuff. But the petty tyranny 
and lilliputian character of a government which affected to rule an 
empire and yet could not exact obedience within its own immediate 
surroundings, is manifest in all its dealings. The blows that certain 
emperors from the height of their authority directed against this 
fabric of prejudice and class privilege seemed but isolated efforts. 
One can easily imagine that nothing but the effects of the Napoleonic 
wars could eradicate some of the evils. 

The pamphlet rightly bears the name “study.” While its pages 
may not attract the general reader, we think its detailed account will 
be of much interest to the specialist. 


‘ 


A. M. WERGELAND. 
UNIVERSITY OF WYOMING. 


Business Education and Accountancy. By CHARLES WALDO 
Haskins. Edited by FRepERiIcK A. CLEVELAND. New 
York: Harper & Brothers, 1904. 8vo, pp. xvii + 239. 


Feur of the chapters in this book are occasional addresses which 
were delivered by Mr. Haskins in 1900 and igo1. Two chapters are 
on the histery of accountancy and were written by him as the begin- 
ning of a treatise on that subject. Two others are somewhat care- 
fully prepared essays, the immediate purpose of which is not stated. 
The editor contributes the introduction, and presumably also the 
biographical sketch of Mr. Haskins. 

Here we have the story and some of the work of a pioneer — one 
who blazes the way for future generations to follow. At the time of 
his death he was still pushing eagerly forward. The literary remains 
here published are only fragments, and, as the editor confesses, 
“must necessarily lack somewhat in continuity.” But having been 
thrown off in a work which was so recent, so new, and so full of 
possibilities, they make it easier for others to take up that work and 
carry it on. The portrait which serves as a frontispiece shows a 
commanding personality —a man whom we can conceive of as 
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accomplishing the work recounted in the biographical sketch; and 
when that personality is put back of some of the obscure or wordy 
passages in the addresses, the rhetorical defects are forgotten. 

Descended from five generations of ancestors prominent in the 
mercantile activity of New York and Boston, taking up in early life 
the work of accounting and having in it an experience of extraordi- 
nary breadth, he strove to raise his occupation to the rank of a pro- 
fession by raising its standard to meet the demands of the times. 
As is said in the biographical sketch: 


No longer could the manager of enterprise come in direct contact with 
every detail of the business— for his information he must rely on his books 
and records of financial results. Mr. Haskins was inspired with the idea of 
reducing financial records to a scientific basis of classification. ... . The old 
systems of bookkeeping has plainly failed to meet the demands of modern 
enterprise. 

It was only during the last ten years of his life and more espe- 
cially during the last four years, that he reached out into this larger 
work. His achievements during this decade are briefly summed up 
as follows: In 1894-95 he and Mr. Sells revised the accounting sys- 


tem of the United States government; then these two gentlemen as . 


partneis entered upon private practice as professional accountants, 
and developed a business which required 140 subordinates; the firm 
installed a new system of accounting for the city of Chicago; Mr. 
Haskins promoted legislation requiring state examinations for the 
title of certified public accountant (C.P.A.), and was the first presi- 
dent of the board of examiners in the state of New York; he was 
the dean of the School of Accounting and Business Methods estab- 
lished by the University of New York; and finally, by his presence at 
numerous gatherings interested in business education and his gratui- 
tous work for such organizations as the National Municipal League, 
he contributed powerfully to develop his own ideals in the minds of 
the general public. 

This higher accountancy, the thing which he stood for, is thus 
defined by him: 

It is the science of keeping track of wealth, of determining the financial 
condition of affairs, and whether, where, and how, there is a diminution of 
wealth (a loss) or an increase in the form of profit. As a science it underlies 
all the art and all the expedients of expressing the details of income and 
outgo, and is in every way correlative with the twin sciences, business adminis- 
tration and finance. It is not, in any sense, a part of these other sciences, as 
is evident in the increasing dependence of the acutest administrators and finan- 
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ciers upon professional accountancy for the diagnosis of their affairs and for 
consultative advice as to the prevention of leakage and the increase of volume. 
‘The work of the accountant is to audit the work of the bookkeeper, to devise 
systems which will give to the financier or business manager a proper diag- 
nosis of conditions at any time that he may call for it, and to install and 
supervise more perfect systems of records. (P. 112.) 

Here, it was at once recognized, is something far broader than 
mere bookkeeping — copying and adding figures correctly. It is 
something which requires special training, coupled with natural 
insight and breadth of view. It is an old commonplace that there is 
little possibility of growth for the bookkeeper; but for work here 
described the accumulated experience of a lifetime with men and 
business affairs would be necessary for the highest degree of effi- 
ciency. Furthermore, a strong moral sense is essential; and this is 
something to which due emphasis has not been given, in the volume 
before us or elsewhere. The professional accountant, like the investi- 
gator in science, is expected to discover and bring to light the really 
vital truths. The n:anagers, the stockholders, the legislators, and the 
great public must all accept his findings ; he should have not only the 
insight to see the truth, with the analytic power to disentangle it, but 
also the courage to express it. The suspicion that he lacks any of 
these qualities will strike our twentieth-century industry like a blight. 

Mr. Haskins is not quite clear in his reference to the “twin 
sciences.” lle gives elsewhere his definition of finance: 

The financial interest, therefore, runs through every department and 
activity of business, from capitalization to final distribution in the form of 
dividends. Instruction in finance should first be sought by one desiring special 
training for business management... . . He should know the various forms 
of funds available and the advantages of each, understand instruments of 
transfer of credit funds, how funds are obtained, and the instruments and 
institutions employed. He should understand methods of capitalization and 
the relative advantages of each method from the point of view of his own 
business purpose; he should know the financial arrangements to be made for 
equipment, keeping in mind the length of time involved in acquiring physical 
equipment and the capital charges incident thereto; he should appreciate the 
financial relations of operation, looking toward -profits. (Pp. 44, 45.) 

Here he is evidently thinking only of a study which should be 
part of the academic training for business. We academic people can 
understand him best by thinking of private or corporation finance as 
contrasted with public finance. 

But it is less clear that there is now or ever can be any science of 


i 
‘ 


BOOK REVIEWS 591 
business management. A few pages farther on in the same essay he 
speaks of this more fully : 


Pedagogy enters this field seriously handicapped with a weight of preju- 
dice which must be shaken off, with a density of inexperience which practice 
alone can relieve, with a deplorable want of scientific knowledge which only 
hard study can supply. For long ages our men of commerce and industry 
have been left to battle their way to success with little more than a guerrilla 
knowledge of the warfare of life, and now that modern conditions impera- 
tively demand a new education, we are confronted with a somewhat humor- 
ously serious situation of an active set of men who know but cannot teach, 
and a philosophicai class who could teach but do not know. The teacher 
therefore must .... gather up the wisdom of the world from many thou- 
sands of contemporaneous modest men of action; he must formulate, under 
the constant check of these men of concrete information, a “ science of admin- 
istration,” and he must instil the principles of this science into the very life of 
the future entrepreneur. (P. 5.) 


The teachers must admit that this severe arraignment is true for 
the most part: but for the last generation they have realized the 
anomaly and have been trying to remedy it. The rise of the new 
schools of commerce during the last six years and the attitude of 
practical men like Mr. Haskins show that the two classes which have 
hitherto worked apart are drawing together. But to formulate a 
“science of business administration’ is a large undertaking. For a 
third of a century the psychologists, the teachers of pedagogy, and 
the practical educators have been working together to formulate a 
science of education; good results have come, but education is still 
far from being a science; some assert that it can never become a 
science, that it is only an art to be learned by actual practice. How- 
ever, earlier in the same chapter Mr. Haskins gives a good statement 
of what the schools should undertake: 


But let it be remembered that no school, no theory, can take the student 
into the innermost heart of affairs. .... In so far as knowledge of the facts 
and relations or the institutions and agencies of business can be reduced to 
scientific order and conclusion, general business instruction comes to be of the 
highest value, both for its disciplinary use and for its subject-matter. Abso- 
lute contact, however, with real business is indispensable. (P. 37.) 


This book will be very useful just now in the hands of those who 
have to do with shaping the new business education. 


F. R. Crow. 
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Elementary Principles of Economics. By Ricnarp T. ELy anD 
GEORGE Ray Wicker. New York: The Macmillan Co., 
1904. 12mo, pp. vii + 388. 

Tuis little book gives a survey of the subject of economics for 
school use. Sixty pages are devoted to economic history. Economic 
theory is taken up under the usual four heads: consumption, pro- 
duction, transiers of goods or exchange, and distribution. The 
authors follow the most recent writers of text-books in allowing a 
few pages at the close for public finance. 

On the ground of completeness there is certainly nothing to be 
desired. Everything is there in the way of principles and suggestive 
inquiries which ought to come up in an elementary course. The 
thought is worked out with great clearness and expressed in language 
which approaches transparency as nearly as possible. Some large 
conceptions or intricate discussions are presented which a teacher in 
a high school would hesitate to present, but it is difficult to see how 
the language in which they are expressed could be made any better. 
Usually it is not the reasoning out of any one point which is intricate, 
but the conception which is slowly built up is so large that the 
immature student cannot easily see it at all. 

One such large conception, and one of the dominant ideas of the 
book, is the gradual extension of state activity which has come dur- 
ing the last century and a half. ‘This may be said to be the text of the 
sixty-page sketch of economic history. Another subject to which 
the authors give much space, but which cannot be classed among the 
conceptions that are so large and general that they are likely to be 
lost altogether, is monopolies. To this subject they return again and 
again in different parts of the book. In the portion on public finance 
the most positive opinion expressed is a condemnation of the general 
property tax. Socialism is treated by itself in a chapter of fifteen 
pages, and its principles are trequently alluded to elsewhere. 

There are a few places where there is room for difference of 
opinion in regard to the nature or arrangement of the matter. In 
enumerating the advantages of division of labor (p. 150), the authors 
follow the old plan of mentioning gain in skill and gain in paving the 
way to invention by allowing the individual workman to make himself 
more familiar with the processes of his work. The query may be 
raised why these two should not be combined, merely mentioning the 
latter as a particular phase of the former. Then, is it necessary to 
make so much of the advantages of exchange (p. 163)? Are these 
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advantages anything else than the advantages which arise from 
regional division of labor? By making exchange a necessary con- 
comitant of division of labor, we should simplify the thought and 
still preserve the logical connection. The quantity theory of the 
value of money is handled in a way which suggests a compromise 
between the two authors, or with their critics who have either read 
the work in manuscript or whose objections it is desired to forestall. 
The result is that no clear idea is given, only an impression of 
apparently contradictory and irreconcilable opinions. It might be 
better to give a clear statement of the principle which seems most 
fundamental and let the others be barely mentioned by way of 
caution. As it is, the authors are led to make such ambiguous state- 
ments as the following: 

Money should therefore exist in such quantities that it will not be too 
valuable to use for that purpose. In other words, the supply of money should 
be great enough to make the value of a coin of convenient size not greater 
than the value of the day’s wages of an unskilled laborer. (P. 207.) 

One would like to know what they think about our present gold 
standard, or why token money cannot be made in quantities, denom- 
inations, and sizes to suit any conceivable standard. 

In distribution they employ the marginal principle in finding the 
proportion of the product which goes to the landlord as rent and the 
proportion which goes to the capitalist as interest. But they do not 
apply it to labor. They merely say that wages are fixed by supply, 
demand, and the standard of living. The application of the marginal 
principle in a practical way is, of course, more difficult with wages 
than with capita! or land, but the principle is there just the same; 
why should it not have its place in the thought of the learner and 
thus appear as the fundamental princiy!e in distribution ? 

There are a few other statements which are still more question- 
able. Thus the dispossession of multitudes in the rural regions of 
England during the eighteenth century is ascribed to the concentra- 
tion of ownership in fewer hands and the improved methods of 
farming (p. 54); but it is not shown how this could diminish the 
amount of work to be done; “other forces” are hinted at, but not 
enumerated; the really effective one, the substitution of pasturage 
for tillage, is not mentioned. In the chapter on value, by-products 
are treated under “ frictional elements.” In another place it is 
stated that legislation should “render employers pecuniarily respon- 
sible for accidents to employees.”” This leaves a bad impression by 
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ignoring the fact that common law employers have always been liable 
for their own negligence. The debatable question is whether employ- 
ers should be made by statute pecuniarily responsible for accidents 
caused by the carelessness of the injured employees themselves or by 
the negligence of their fellow-employees. 

But these are small matters, and in making an estimate of the 
book they are far outweighed by the great merits. In addition to the 
excellencies mentioned at the outset, the pedagogical features should 
receive attention. Each chapter closes with a summary, printed in 
stnall type, which condenses the discussion of pages of text into as 
many lines. Then follow questions which usually could not be 
answered out of the summary, and which could not be answered with 
any degree of intelligence by a beginner without reading the text. 
Then come references to a few works which give fuller treatment. 
The appendix contains subjects for essays, discussions, and debates. 
There is a list of courses of reading arranged by topics, with two 
groups of works in each topic, the one elementary and the other 
advanced. The mechanical make-up of the book is perfect. It is 
certainly worthy of a foremost place among text-books for use by 
Social Progress. By Jostan Strone, Editor. New York: The 

Baker & Taylor Co., 1904. 8vo, pp. 273. 

As INDICATED in the title-page, this is a yearbook and encyclo- 
pedia of economic, industrial, social, and religious statistics. After 
the plan of the various almanacs and yearbooks, it is intended to 
furnish a source of information, casily available, to those interested in 
social conditions and reform. The book is not merely a mass of 
classified statistics, but its usefulness is increased by numerous 
signed articles. 

It would be impossible to comment on the accuracy of the statis- 
tical material further than to say that in practically all cases reference 
is made to the origin of this material in public documents or similar 
sources, so that verification is possible. 

The book contains many useful bibliographies, each applicable to * 
some subject of social interest. There is also a long list of reform 
organizations, with names and addresses of officers and workers, in 
Europe and America. 


Murray S. WILDMAN. 


UNIVERSITY OF CHICAGO. 
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Conflitti e Alleanse di Capitale e Lavoro. By Proressor EMILIo 
Cossa. Milan: Ulrico Hoepli, 1903. 8vo, pp. xii + 201. 


THE scope of this work is as comprehensive as its title. Two 
hundred pages are evidently scant space for the purpose outlined, 
and the book is therefore for the most part a swift résumé of criti- 
cisms and arguments on some dozen or more such subjects as labor 
organizations, trusts, the factors determining wages, piece-work, 
profit-sharing, and co-operation. 

On most of these points the discussion is intelligent and dis- 
criminating. Its distinguishing characteristic is an attempt, through- 
out the series of topics, to show the beneficence of free competition. 
The author’s conclusions are adverse to co-operation, profit-sharing, 
and most of the devices for improving the condition of the wage- 
earners ; he sees that any system essentially implying dependence is 
evil, and fixes his hopes on the organization of laborers as well as 
employers. The book ends by offering as an ideal solution of the 
problem the joint organization of employers and employees which 
has become somewhat famous in connection with the English bed- 
stead manufacture and Mr. E. J. Smith, of Birmingham. It will be 
remembered that in this system experts ascertain normal profits and 
normal wages, and, correspondingly, a normal cost of production 
and normal price, which the associates are bound to maintain. Thus, 
it is said, the excesses of competition may be prevented. Most 
readers will regard with suspicion the theoretical assumptions of this 
plan, namely, that there is such a thing as a normal rate of profit 
precisely definable and “justly” to be demanded and expected by 
every entrepreneur. A successful attempt to apply the principle in 
practice must evidently result in perpetuating or calling into exist- 
ence a greater or smaller number of industrial enterprises too feeble 
for any real economic service. In fact, the author naively declares 
that the plan is the only one fit to end the struggle which destroys 
the weak. For the protection of the consumer he relies partly upon 
potential or foreign competition, but falls into a popular error in 
saying that most of those, who would lose as consumers of one com- 
modity, would find compensation as producers of others. One must 
wonder what purpose there can be in the device if by it everyone 
would, in somewhat equal amounts, both gain and lose. 

A. P. WINSTON. 


WaSHINGION UNIVERSITY. 
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Methods of Industrial Peace. By NicHoLas PAINE GILMAN. 
Boston: Houghton, Mifflin & Co., 1904. 8vo, pp. x + 436. 


Tue author of this study in Methods of Industrial Peace 
reaffirms his faith in profit-sharing and bonus-paying wage systems 
as efficacious means of avoiding industrial warfare, and undertakes 
in this volume “the more specific problem of the prevention of strikes 
and lockouts under the usual wages contract.” 

The treatment necessarily includes an account of the tendencies 
in modern industry toward association and combination — tendencies 
which have instituted the capitalistic trust and employers’ associations 
on the one hand, and, on the other, trade unions. Under these con- 
ditions of industrial organization, which must be accepted as normal 
and permanent, some form of collective bargaining, as distinct from 
individual bargaining with reference to conditions of employment, 
becomes essential. In certain industries where public interests are 
involved this collective bargaining over the terms of the labor com- 
pact may be made more or less subject to legal regulation. The 
New Zealand system of adjusting labor disputes, commonly but, 
Professor Gilman observes, inaccurately denoted a system of com- 
pulsory arbitration, is, in fact, legal regulation of collective bargain- 
ing, arbitration, conciliation, and mediation. These terms, so 
frequently misapplied, are here given scientific definition. With 
reference to government interference where the rights of the public 
are involved, the author concludes that “the adjustment of labor 
difficulties should be left primarily in the hands of the employer and 
the trade-union. But if they will not settle them speedily and peace- 
ably, then the public must and will find a more effectual way.” 

Chapters are devoted to the working of siiding scales, as peaceful 
means of wage-adjustment, the incorporaticn of industrial unions, 
trade-union aims and methods, trade and state boards of conciliation 
and arbitration, and legal regulation of labor disputes in monopo- 
listic and in other industries. 

The sliding-scale method is commended as “a_ considerable 
approach, at least, to a ‘fair wage’ system;” but this is on the 
assumption of certain modern improvements upon the sliding scale, 
such as the fixing of a minimum wage, below which wages shall not 
follow declining prices and the subjection of the scale to frequent 
revision by the process of higgling wages up or down independently 
of prices, and in a general indeterminate, unmathematical way. 
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Recent discussions in England in re Sliding Scales vs. Boards of 
Conciliation and Arbitration—or, as it has been well put by one 
writer, concerning the “ substitution of the human mechanism of a 
conciliation board for the comparative automatism of a sliding scale” 
—are summarized. 

On the question of incorporation of unions, which is considered 
at some length, Professor Gilman is outspoken, holding that “ unions 
in fact commit a grievous error in their opposition to incorporation 
as iegal persons capable of sueing if injured, and of being sued if 
injuring others, or breaking contracts with them —a right probably 
as ancient as the Twelve Tables.” It is understood, however, that 
such incorporation shall be under special legislation, as in New 
Zealand, not under existing laws providing for incorporation. The 
question must be regarded as still an open one upon which there is a 
wide divergence of opinion among recent writers. 

Trade-unionism, which is one fundamental means of industrial 
peace, is characterized as the “chief tool of the modern worker with 
which he would gratify his ambitions ’—a condition of fair adjust- 
ment of wages. Certain fallacies involved in trade-union policies, 
such as that of making work for fellow associates, are indicated. 
It is a fact not sufficiently dwelt upon by writers that some of the 
chief methods of unionism are nicely contrived to defeat its most 
essential purposes. Unions demand higher wages, and adopt policies 
which must inevitably force wages down. One paradox of unionism 
is that it should seek to increase industrial remuneration by decreas- 
ing economic efficiency. While the fact is not susceptible of absolute 
statistical proof, it is probably an understatement to say that general 
wages in many occupations might be 20 per cent. higher than they 
are today, but for this organized and unorganized inhibition of 
productive processes. In many great industries the eight-hour day 
has become an economic possibility on present wage scales, but 
the eight-hour movement is effectually blocked by canny unionism. 
Increased economic efficiency, under a régime of industrial peace, is 
the surest, and in the long run the only, means of raising the wage- 
earners’ standard of living; and the methods of securing this indus- 
trial peace are well worth the painstaking and exhaustive study given 
them in this volume. 
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L’organisation du travail a Bruxelles au XV* siécle. By G. DEs 
Marez. Brussels: Henri Lamertin, 1904. 8vo, pp. xii+ 
520. 

Tue student of economic history has cause for delight when 
viewing the broad and painstaking investigations carried on for so 
many years, in so many languages, toward a truer valuation of city 
life in the past, and particularly of such leading institutions as the 
trade corporations or guilds. The main characteristics of these cor- 
porations have already been well defined; the study of local singu- 
larities or national modifications are now the main object of scholars 
in the field. The chief value of Des Marez’s volume lies in his 
minute analysis of the history of labor organizations in Brussels 
during the period of the city’s chief importance as a trade center. 
The author begins his work by making a decided distinction between 
the guild proper, as the earliest aristocratic association of manu- 
facturers, with which begins the preponderance of Brussels in the 
cloth trade, and the later associations of individual workers and 
employers of labor on a limited scale, who organize in defiance of 
the guild and finally form the democratic faction in the city- 
government. The struggle which decided the victory in favor of 
the labor organizations was carried on very much on the same lines 
here as elsewhere. The old guild of drapers, in sole possession of 
the trade (on which all other lines of industry appear at first 
dependent) and of political power, overreaches its limits of just 
influence and antagonizes the individual workers by treating them 
as its menials. The latter by repulsion learn the value of combina- 
tion, and by force of numbers finally effect their eventual release 
from industrial and political tutelage, even compelling the guild to. 
join their party, and thus securing stability of the new order. The 
next stage in the development is that the organizations become in 
their turn employers, and enter the struggle for industrial monopoly 
as against individual and outside competition. They attempt to outwit 
the repeated effort of capital or influence to get more than the appor- 
tioned share of profit, and maintain jealously the dead level of 
mediocrity in every branch of industry, besides exploiting success- 
fully the inferior and weaker elements within their own ranks. This 
is the stage which usually succeeds the triumph of the new order 
over the old and precedes the next—the formation of protective 
unions among the wage-earners, which is likely to end in general 
loss of trade and uniform poverty. This stage seems not yet reached 


‘ 
fi 
q 


BOOK REVIEWS 599 


in Brussels at the period under discussion. Instead, we find the pre- 
mature signs of the decay of trade, and the frantic efforts of town 
industry to exclude all outside competition and make war on labor, 
which is but the beginning of final stagnation and financial disaster. 

Interwoven with this general outline of conditions, the author 
gives in a number of sections a detailed account of the life of the 
artisan in its various phases; of the jurisdiction of the guild and 
the corporations respectively, showing the original vast difference 
between the two; of the rules governing production and sales, which 
often give the impression of an almost pathetic anxiety on the part 
of the administrative bodies that, whatever happens to the producer, 
the consumer at least shall not suffer; and, finally, of the participa- 
tion of the trades in the government of the city and in charities, 
some parts of which seem the immediate prototypes of our own 
administrative councils and relief organizations. 

The author brings forth, with much clearness the fact that 
originally at least, there was no intermediate stage between appren- 
tice and master; the journeyman was simply one who might be 
master if he chose, but whom poverty usually forced back into the 
ranks of the wage-earners. As the admission fee to the rank of 
master-artisan was raised, partly to supply funds for a needy treasury 
and partly to assist in making the trades ever more exclusively 4 
possession of certain families only, the apprentice without means to 
purchase his release saw the door of freedom of industry shut in his 
face. In this and other cases the author might have obliged us by 
giving at least the approximate value in modern money of the sum 
demanded. The grouping of the corporations into larger units 
called nations, and the presenting of a certain number of candidates 
from each for membership in the city government, is another point 
of interest. The question lately agitated by some of those interested 
in the economic situation of the perod, notably Biicher, in regard to 
the gradual evolution of manual industry from Lohnwerk to Kauf- 
werk or rather Preiswerk (if we have correctly understood the Ger- 
man terminology), the author refutes as too little borne out by facts 
(chap. 4, sec. I and p. 217). In his opinion the terms cannot be 
separated; the artisan is at once Lohnwerker and Prieswerker, 
The existence, too, as early as the fifteenth century of merchants on 
a large scale, as distinct from retail dealers, lately brought forward 
as an economic Lehrsatz by certain writers, meets with his dis- 
approval. As far as Brussels was concerned, the two were one: 
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the retail merchant might easily in his relations with other towns or 
foreign commerce be a dealer en gros (pp. 325-37). The hostility 
of the corporations to combination of any kind is aptly illustrated by 
the fact that a town merchant could not associate himself with an 
outside dealer for the purpose, for example, of importing or selling 
fish in the city (p. 342). In order to limit production, every man 
had to work under his own roof (p. 210), thereby facilitating inspec- 
tion of his output. This onerous regulation doubtless had its ideal 
side, since the corporation sought to secure the chance of a living for 
everyone, and the active and aggressive man of talent or means 
might too easily drive others out of business in an age where all 
occupation was stationary, and nothing but the street or beggary 
was left to the unfortunate unable to hold his own. Hence protec- 
tion had its benevolent and philanthropic as well as its narrow and 
fatal side, and modern economics has come to the point where it 
hesitates to condemn what it once scorned. 

The device of the trades, “Bon nom vaut mieux que richesse,” 
was generally not lived up to; hence the regulation of sales to the 
minutest detail. The myriad of prohibitive rules hampered trade ; 
and yet*our city fathers of today find it necessary to look into 
adulterations of food, and diminish the chance of speculation in 
public ignorance. In case of limited supply, the question of cheap- 
ness had necessarily to overshadow that of excellence ; hence dealers 
in drinks, meat, and fish were enjoined to signify by means of little 
flags of different color the quality of their products, and the manu- 
facturer had to place his individual stamp on every piece of goods 
coming from his workshop. The excises so greatly in vogue as a 
means of filling the town chest make the reader wonder how the 
producer managed to live, and must have been a school in practical 
economy, or rather penury, such as few communities nowadays find 
necessary. Yet-the presence of brokers and middlemen in the large 
halles or bazaars decidedly suggests the large trade. The burder 
of practical and sentimental duties placed on the individual member 
of the corporation, particularly on the master-artisan, seems suffi- 
ciently heavy to explain his hard bargaining with his workmen, and 
creates the final impression of life in the city as a battle to the knife, 
leaving little or no quarter. 

Des Marez’s volume in its entirety is an excellent contribution, 
and gives by far the most exact and at the same time general account 
of an important period in the development of the trades. It may 
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with profit be used as foundation for comparative studies of the 
guilds in other places. It supplies a number of points not explained 
or much touched upon in Levasseur’s exhaustive study, and should 
be found in every well-equipped library. 


A. M. W. 


UNIVERSITY OF WYOMING. 


La petite industrie conteniporaine. By Victor Brants. Paris: 
Victor Lecoffre, 1902. 8vo, pp. viii + 230. 

As ONE of the volumes in a series on social economy, Professor 
3rants finds the scope of his present work on La petite industric 
contemporaine strictly bounded by the fields assigned to his fellow 
writers. He has to deal with small industries proper as distinguished 
from agriculture; with industries, not incomes; with one aspect 
only of the middle classes of the present day. Some closely related 
subjects — as apprenticeship and technical education —are in other 
hands. With these limitations made clear —and the regret may be 
expressed in passing that the author curtails his space by so often 
recurring to these restrictions — M. Brants proceeds to set apart the 
small industry from the great by the essential question: “To whom 
belongs the direction, does it remain united to manual labor, or is it 
separated from it?” To this he adds a second deemed of equal 
social importance: “In what measure is labor united to capital, or 
is it separated from it?’’ Thence he sets out to learn whether the 
industrial transformation, the encroachment of the great industry, 
be as widespread as is sometimes claimed, whether its inroads be 
regular and general, at what cost the change is wrought, the char- 
acter and number of the victims, and their claims to help and pres- 
ervation. He reviews conditions and opinions in the European 
states where he “nds these questions most stirring in Germany, 
Austria— whither he made three journeys for investigation — 
France, and his own country, Belgium. He studies his problem in 
the light of government statistics and of contemporaneous inquiry 
as well as through his own personal observation, and affords some 
compensation for his necessary Jacunae in numerous references to 
recent works bearing upon certain phases of his subject. 

It is needless to say that centralization and competition are 
found to stand in the forefront of the dangers threatening the 
small producer and the small dealer. Yet while granting frankly 
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the difficulties — the crisis even — through which the small trade is 
passing, the author believes that in Germany, as in France, statistics 
tend to show a very great mass of small industries. He claims that 
the enormous progress oi the great industry in Germany is not 
always at the expense of the small, and that the slow recoil of the 
latter is varied by a positive advance along some lines. In the sur- 
vival of so large a proportion of small enterprises in France, under 
conditions abundantly favorable to vast undertakings, he sees vitality 
and a promise of future life. But there are further dangers involv- 
ing the small trades—competition within their own ranks, the 
desperate measures of those driven to the wall and working at any 
price; the “evil economic and moral” of the credit, long-drawn-out, 
exacted by the consumer; the sorry condition frequently found 
among journeymen and apprentices, and usually traceable to the 
poverty of the employer; the unhygienic surroundings where home 
and shop are confounded; and too often the lack of ambition, of 
technical education and commercial methods. There is a conviction, 
moreover, that the industrial and economic phases of the problem 
are inextricably interwoven with the social, and that among the evils 
that menace the small industries followed by the middle classes are 
the greed, the jealousy, the false pride — in short, under one form or 
another, the vices found in all other ranks of society. 

The wants of these workers are many and difficult to satisfy. 
With the need for professional education arises the necessity for 
better tools, for capital, for credit. And everywhere M. Brants finds 
the lack of directors, leaders of men, not demagogues who excite, 
but capable workers possessed of thought, foresight, judgment, 
qualities the more rarely to be had because they quickly lift the man 
above the level of the small industry. 

Yet the author, while offering no certain means of salvation, 
has deep faith in the prudent use of many of the measures devised 
for relief since the opening of the new industrial period. In the van, 
as a supplement to the school and to the training by apprenticeship, 
he places certain educational measures savoring of the qualities of 
school and shop — conferences for artisans, devoted to technical and 
commercial affairs, and held in connection with museums, permanent 
or circulating, for the display of the best mechanical devices; 
exhibitions — as developed and encouraged in Germany and Austria 
—of the work of apprentices — professional expositions, technical 
journals. In harmony with these efforts, Hainant has taken the ini- 
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tiative in founding a normal course for professional teachers, a 
course associated with an industrial museum. It seems to draw its 
inspiration from the palmy days of compagnonnage, as does the 
movement in Germany, Austria and Switzerland in favor of a profes- 
sional examination (la preuve de capacité) for the elevation of the 
trades and protection against incapables. 

In the work of social reform Professor Brants would choose 
teachers in accordance with local needs, reaching the journeymen 
more easily through large assemblies, and the employers — far more 
difficult of access — through the church and the daily press. “ For 
the artisan,” as he adds, “ reads few books.” 

In behalf of the patron’s daughter a special training is coveted. 
Since a greater responsibility will devolve upon her than upon most 
other women, she should be educated not only for domestic life but 
for business life as well. To this end—that she may manage sales 
and accounts skilfully—the school for economic training (I’école 
ménagere) should be annexed to schools for her class. 

For purposes of capital and commercial advantage, the author 
commends association, and points to German theories and practical 
attempts in these directions, to Austrian experiments, and to some 
few successes and failures in Belgium. Distinct from such co- 
operation of production, is the co-operative shop springing up at 
Zurich, at Vienna, and elsewhere, by which home workers (ouvriers 
d domicile) seek to improve their conditions. Through the 
co-operative shop, also, or by means of the aggregation of small 
shops under one rocf, the small artisan may have the use of machin- 
ery and the power to run it. Back of all these co-operatives, enabling 
them to exist, should stand —and here and there does stand — the 
co-operative of credit. 

Where the economic society falls short, the professional union 
takes up the task of fostering a professional spirit, and of devising 
as well as supporting measures for the general good. It aims to 
develop, not the tradesman merely, but the man. 

On the work of students and technicists, on conferences of the 
bourgeoisie, such as the Belgian congresses of 1899 and 1901, is 
based much hope for the future. Movements of this nature lessen 
the chance of forgetting that “it is necessary to prepare men and 
things before introducing an institution.” Such steps as the creation 
of the office of instructeurs corporatifs by the Austrian minister of 
commerce, the Belgian experiment of a consumers’ league for cash 
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payment, and the inauguration of the prét d’honneur in Italy — not a 
charity but, in the words of one of its advocates, “ the crowning of 
personal credit’’—show hopeful earnestness in the search for a 
better way. But their future, after all, must be determined largely 
by the small industries themselves. For them, as for the great indus- 
try, there is opportunity in the machine. “The more delicate the 
work, the more intellectual, . . . . the more the machine has need of 
the man,” the greater the chances of profit to decentralized labor. To 
perfect himself as well as his tools, to seize quickly upon special fields 
where his abilities will tell, even to make his own fields as is so often 
done by the great producer — these are the promising outlets for the 
small artisan. 

Professor Brants believes that there is a territory lost to the small 
industry, a certain field better adapted to the small industry than to 
the large, and, between the two, a region where the struggle must be 
carried on indefinitely. He believes in legislative measures under 
certain conditions, in permanent instruction for the adult workman 
and the patron, in the duty of students and reformers to aid in 
rousing the artisan from his routine. He believes in competition 
without trickery and in co-operation for mechanical provision and 
commercial ends. He demands from the small artisan proof of his 
fitness to survive, a sign of his acknowledgment that it is even more 
imperative for the small industry than for the great to do well. 

It will be seen that Professor Brants’s monograph embodies a 
conservative view of the present status of the small industry in 
central Europe. 

LAPHAM. 


IVholesale and Retail Prices. Return to an Order of the Honor- 
able the House of Commons, dated 6th August, 1903 :— for 
“Report on Wholesale and Retail Prices in the United 
Kingdom in 1902, with Comparative Statistical Tables for a 
Series of Years.” London: Darling & Son, 1903. 8vo, 
pp. liii + 456. 

Tuls is an altogether admirable statistical account of price move- 
ments in the United Kingdom during the nineteenth century. It is 
stated that the tables “are for the most part of the nature of a com- 
pilation from the numerous statistics of prices contained in various 
official reports and papers published during the century, although in 
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many cases they have been brought down to date by direct inquiries 
at the sources from which the materials originally ‘published were 
obtained.” Students accustomed to work over bulky official reports 
issued from our own government bureaus, will appreciate the care 
with which statistical data presented are handled. Detailed tables of 
prices of important articles and groups of articles are given, and at 
the head of each table the sources of information from which the 
data are derived; so that one is enabled to determine at a glance the 
statistical vaiue of each record. Wholesale prices are based largely 
upon import and export valuations, contract prices at hospitals and 
institutions, and certain market quotations. Retail prices are for the 
most part those of London markets, and relate more especially to 
articles of food and drink. Detailed tables of the retail price of 
bread in London run back to 1758. Prices of other important 
articles ot food are quoted for longer or shorter periods, where 
reliable data are available. An excellent series of charts, upon which 
price curves have been plotted, accompanies the report. One of these, 
covering the entire century has been constructed to show “ changes 
in the level of general prices, 1801-1902,” based upon the index num- 
bers of Jevons, Sauerbeck, and the Board of Trade, and taking prices 
in 1871 as a basis upon which to figure percentage movements for the 
century. 

The different systems of weighting index numbers have been 
carefully considered in constructing tables, and in every instance the 
method employed in arriving at certain results is clearly indicated. 
The report gives evidence on every page that it has been prepared 
by competent men, entirely familiar with scientific methods and 
literature. 


Railways. By. E. R. McDermott. London: Methuen & Co., 
1904. 8vo, pp. 197. 

“Many of the persons who speak and write glibly respecting the 
management of the railways of the country might find some 
instructive and perhaps profitable employment in making themselves 
acquainted with what may be termed the inner life of our railwav 
system.” With these words Mr. McDermott challenges the critics 
home and foreign, but especially the former, of the English railway 
system. In making comparisons, the only country he has in mind 1s 
the United States. 
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In the description of the concrete facts of English railway 
transportation the position Mr. McDermott holds, as editor of the 
Railway News, enables him to make good use of detail. His 
description of the clearing-house is in succinct form one of the best 
descriptions of that much-described institution. It gives not only 
general description, but also technical detail with reference to the 
methods used in car-tracing. The multiplicity of detail with which 
it deals bears intimately upon the feasibility, as distinguished from 
the advisability, of the establishment of a clearing-house in the 
United States. 

Classification has developed in England along the same general 
lines as in the United States. In the early railway acts there were 
from forty to sixty articles, divided into five or six groups. In 1847 
the railways formed a classification which comprised 326 articles. 
Irom that time until 1888 successive revisions took place. It was 
not until 1893 that the present revised classification was established. 
By stating that “the railway companies treat as ‘parcels post, 
transmissible by passenger trains, horses, dogs, and carriages. They 
also treat fish, fruit, and perishable articles with the same indul- 
gence,” the author simply emphasizes the fact that the freight traffic 
in England is of a retail nature. He might have made this still 
clearer had specific details been quoted. For example, the Great 
Western will carry a consignment of 24 pounds of farm produce 59 
miles and deliver it for 6d. An investigation on the Great Northern 
Railway showed that at one station on one day the total number of 
consignments dealt with was 985; the total number of packages, 
4,427; the average weight per consignment, 2 cwt.; the average 
weight per package, 62 lbs. ; the number of destinations of the traffic, 
53; and the average load per truck, 34 cwt. The answer to the “ big 
car” question is readily apparent. The English railways, even 
before the recent discussion began, were endeavoring to increase the 
size of their cars and engines. At the same time they had to con- 
sider the nature of their business. As the author says: “ What the 
public require for merchandise is quick transport of light loads; they 
will not be kept waiting to fill up twenty-ton trucks.” More recently 
the chairman of the Great Western has said that the railway cannot 
fill a thirty-ton car; it is difficult even to fill a ten-ton car. 

In considering the long-discussed question of “ preferential ” 
rates to foreigners — Mr. McDermott says “ differential ’’ — familiar 
ground is covered. The matter is, however, of current interest 
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because of the governmental investigation which is at present taking 
place. The obvious effect of water competition in bringing about 
the anomalies complained of is supplemented by the fact that the 
English products are supplied in small bulk. Investigations later 
than the author’s show that the railways have been endeavoring to 
stimulate traffic, for example in farm products, competitive with 
the foreign produce. They have at the same time offered lower rates 
for larger amounts, the individual shippers being permitted to 
assemble their shipments in order to obtain advantage of the low 
rate, and attempted to minimize the effect of water competition. 
But the English farmer has been too conservative to respond to such 
a policy. 

Unlike the American stockholder, the English stockholder enjoys 
attending the railway meeting. The control is also widely dis- 
tributed. In fourteen of the leading English railway companies the 
average stockholding ran from 1,400 to 2,300. Under these con- 
ditions the directors are more generally representative. While Mr. 
McDermott admits that this leads to greater tardiness of action, he 
at the same time contends “there can be no question that from a 
national point of view the British system is infinitely superior to the 
American one-man control.” 

It has generally been admitted that, while English freight rates 
are not exactly comparable with those of American railways, they 
are on a much higher basis. It is contended by many that this is 
attributable to lack of sufficient attention on the part of English 
railway men to the economies of transportation. It is claimed, how- 
ever, by Sir George S. Gibb, manager of the North Eastern Railway, 
that the difference is almost wholly due to differences in capital cost. 
In a letter to the London Times on April 20, 1904, he says that 
comparing the ton-mile rates on the North Eastern with those on the 
Lehigh Valley, the results are 0.699d. and 0.254d. respectively; but 
when interest charges, at 4% per cent., are deducted, the cost of 
conveyance per ton-mile stands at 0.255d. and 0.199d. respectively. 
To explain the great capital cost of the English railways there are 
the usual commonplaces about the solidity of construction of the 
English railway, etc. His analysis of the modern methods of railway 
finance, however, is more interesting. He defends the practice the 
English roads have pursued of maintaining the lines and their equip- 
ments out of current revenue, all surplus earnings, after paying fixed 
charges, being divided among the shareholders. He admits that if a 
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more conservative dividend policy had been pursued, the share- 
holders would have been in a better position today. At the same 
time he argues against the charging of “ betterments ” to revenue on 
the ground that “ capital outlay is at least subject to discussion in 
Parliament and before the body of shareholders. Revenue expendi- 
ture is less open to check; and its use is obviously liable to specu- 
lative action.” 

In regard to the methods of financing which may be regarded as 
inflationist, Mr. McDermott’s attitude is, on the whole, apologetic. 
‘The practice, within recent years, of consolidating the debenture and 
preference stocks into low-interest-bearing stocks, has led to an 
increase in nominal capital, which the author defends on the ground 
that “ the change has been advantageous both as increasing the facili- 
ties for further borrowing and as providing the holders with more 
marketable securities.” But this leaves untouched the effect of the 
additional issue of stock, for which no return has been obtained, on 
the quotations of further issues of stock. Perhaps the most inter- 
esting part of the discussion is that concerned with the increase of 
stock by “ splitting” or “duplication.” This practice goes back to 
the early history of the Great Northern Railway, which, finding its 
shares temporarily difficult to sell, obtained permission from Parlia- 
ment to split them into deferred and preferred portions. This was 
owing to the fact that in practice the divided stocks had jointly a 
higher value, due to the increase in security in the case of the pre- 
ferred, and to greater speculative possibilities in the case of the 
deferred, portion. ‘The precedent so set has been followed by many 
other railways. While it has throughout had the sanction of Parlia- 
ment, it has injected an essentially unstable element into the capitali- 
zation of the roads. 


S. J. McLean. 
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THE HILL OF TARIK IN AMERICA, 
By HERBERT S. HOUSTON. 
(With Photographic Illustrations by Arthur Hewitt.) 


From Madeira the ship’s course was straight for the Mediterranean. Among 
those on board, bound for the Orient, were a New York publisher and a bright 
boy from the West, eager for all the new sights of the Old World ahead. As the 
land breezes caught the pen- , 
nant at the masthead, the 
boy scanned the eastern hor- 
izon and he kept it up for 
hours. 

“What are you looking 
for so hard?” inquired the 
publisher. 

“Oh, I want to see that 
big sign of the Prudential on 
Gibraltar,” and the boy still 
peered into the east. When 
at last the great rock, the Hill 
of Tarik the Saracen, lifted 
its head above the ocean, the 
boy searched in vain for the 
sign he was sure he would 
see. For him, as for all other 
Americans who read the mag- 
azines, the Prudential was 
inseparably associated with 
Gibraltar. And this associa- 
tion has made the rock and 
the insurance company al- 
most interchangeable terms, 
simply because each sug- 
gested strength. But the 
its strength in a few years by . 
dauntless human endeavor, while the slow accretions of ages gave strength to its 
namesake, the mighty Hill of Tarik. 

Ten years after the close of the Civil War—a period so recent that its history 
has scarcely been written—the Prudential was established in Newark. As if 
foreknowing the great rock to which it would grow, it began its foundation in a 
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basement office. It was like the beginning of the New York Herald by Bennett, 
the elder, in a basement on Ann Street. But it would be an idle play with words 
to make a basement office the real foundation of the Prudential. It was something 
much deeper down than that—nothing else than the bed-rock American princi- 
ple of democracy. The Prudential applied the democratic principle to life insur- 

, ance. As Senator Dryden, of 
New Jersey, the founder of 
the company, has said: “‘ Life 
insurance is of the most value 
when most widely distributed. 
The Prudential and the com- 
panies like it are cultivating 
broadly and soundly among 
the masses the idea of life- 
insurance protection. To 
them is being carried the gos- 
pel of self-help, protection, 
and a higher life:” 

And what has been the 
result of the democratic 
American principle worked 
out in life insurance? In 
1875 the (first policy was 
written in the Prudential. 
At the end of 1903 there were 
5,447,307 policies in force on 
the books of the conipany, 
representing nearly a billion 
dollars. The -ssets in 1876 
were $2,232,, while twenty- 
seven years later, in 1903, 
they were more than 30,000 times greater, or $72,712,435.44, the liabilities at the 
same time being $62,578,410.81. This is a record of growth that is without prece- 
dent in insurance and that is hard to match in the whole range of industry. 
The rise of the Prudential to greatness reads like a romance in big figures, but, 
in fact, it is a record of business expansion that has been as natural as the 
growth of an oak. To gay that, in ten years, the company’s income grew from 
something more than $9,000,000 a year to more than $39,000,000 last year is 
amazing as a general statement, but when made in relation to the broad prin- 
ciples on which that growth has been based, there is no mystery about it; but 
there is in it, from the day when the principles were planted in Newark until 
these great harvest days, the genuine American spirit of achievement, strong, 
hopeful, and expansive. 


NEWARK, N. J. 
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The Prudential Insurance Company of America is a national institution. It 
was founded to provide insurance for the American people on the broadest possible 
basis, consistent with strength and safety. 

Just as Grant and Lee organized their armies, or as Kouropatkin and Yama- 
gata plan their campaigns in Asia, so does the Prudential work out its national insur- 
ance propaganda. The com- 
pany’s organization is essenti- 
ally military. Itis a wonderful 
combination of big grasp 
and outlook, with the most 
painstaking thoroughness and 
system in details. And, as is 
always the case in every or- 
ganization that throbs 
throughout with intelligent 
energy, there is a man at the 
center of it. This man has 
a constructive imagination 
lighting up a New England 
brain. To business prudence 
there is added the large vision 
which sweeps the horizon for 
opportunity. Naturally, to 
such a vision the application 
of the democratic idea to in- 
surance was an opportunity 
of the first magnitude. When 
seen, it was grasped and developed. The Prudential was founded. Year after 
year the compiny added to its number of policy-holders. And all the time the 
company was working out a more liberal basis for its democratic idea. But each 
time a more liberal policy was offered, it was fully tested. “Progress with strength” 
is the way President Dryden describes the company’s principle of growth—the 
results, clearly, of vision and prudence. At the end of ten years of this method of 
growth, the company reached the point where, it was believed, insurance could 
be safely offered for any amount with premiums payable on any plan, either in 
weekly instalments or at longer periods. Within the five years, 1886 to 1890 inclu- 
sive, the company’s assets increased nearly fivefold, from $1,040,816 to $5,084,- 
895, and the amount of insurance in force from $40,266,445 to $139,163,654. 

The Prudential had found itself. ‘The idea of democratic insurance had been 
fully tested and adjusted to the needs and conditions of the American people. 
Then, with a boldness which only large vision could have quickened, the plan 
was formed to make the Prudential’s idea known in every sectio’ of the country. 
Gibraltar was chosen as the symbol of the company’s strength, and advertising— 
the telling of the Prudential idea to the people—was begun. 
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There is no place where one feels the greatness of the Prudential quite 
so much as in the vast granite piles which have been raised for the company’s 
home buildings. They rise above the Jersey meadows as Gibraltar does above 
the sea, a convincing witness, surely, to the growth and to the strength of the Pru- 
dential. But they are not a cold, gray rock, but a living organism throbbing from 
vital contact with millions of policy-holders. There are now four of these great 
buildings, all occupied by the company. 

Today the Prudential is paying over 300 claims: a day, or about forty each 
working hour. On many policies settlement is made within a few hours by the 
superintendent of the district; on the large policies a report is sent immediately 
to the home office and settlement authorized by telegraph. And on over 45 
per cent. of the claims more money is paid than the policy calls for. From the 
beginning the Prudential has followed lines of great liberality. 

It would be interesting to describe the broad activities that hum in the great 
buildings at Newark, but they would more than require an entire article themselves. 
So, too, with the equipment and furnishing of the buildings which, in the way of 
complete adjustment to their particular work, are probably unequaled in the 
world. Thousands who go to the World’s Fair at St. Louis will find in the Pru- 
dential’s exhibit in the Palace of Education a fine model of all the buildings, and 
also the fullest data concerning life insurance that have ever been brought together. 

But the last word about the Prudential is not told at any exposition. It is 
found in the 5,500,000 policies which form a stupendous exhibit on the value of 
life insurance in developing thrift, safe investment, and home protection in a 
nation. Of course, such an exhibit could never have been possible if the Pruden- 
tial had not worked out safe policies that would meet the broad needs of the 
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Institutions 


By 
GEORGE E. HOWARD, Ph.D. 


In Three Volumes 


GEORGE ELLIOTT HOWARD 


The widespread discussion of marriage and divorce laws, and the great 
influence that is being exerted toward amending legislation in many of the 
states, render these volumes of immediate value to all interested in the subject. 
This is the only work of its kind, and an adequate appreciation of the present 
status of marriage and divorce is quite impossible without it. 


PART I.—An analysis of the literature and the theories of primitive matri- 
monial institutions. The patriarchal theory is first taken up, and the institution 
then traced until the modern form of marriage is developed. 


PART II.—Presents a very full and carefully worked out account 
of matrimonial institutions in England, beginning with wife purchase 
and ending with the present English law. 


PART III.—Contains an exhaustive treatment of mar- 
riage and divorce in the United States. A// the legislation 
in all the states since the Revolution has been examined, and 


all essential details are recorded. ‘The real status of marriage University 
and divorce in the United States is nowhere else so clearly of Chicago 
Press 


presented. 


Please send me detail- 
ed prospectus of Dr. 
Howard’s History of Matri- 
monial Institutions. 


NOW Price, $10.00 net 
READY Express prepaid $10.72 


4#@- Send the attached coupon for a detailed prospectus -@& 


AT ALL BOOKSELLERS, OR ORDER DIRECT FROM 


THE UNIVERSITY OF CHICAGO PRESS 
CHICAGO, ILLINOIS 
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VERLAG VON DUNCKER & HUMBLOT IN LEIPZIG 
Jahrbuch fur 


Gesetzgebung, Verwaltung = Volkswirtschaft 
im deutschen Reiche 


HERAUSGEGEBEN VON 


Professor Dr. GUSTAV 


SCHMOLLER in Berlin. 


Deutsche Schiffahrtsinteressen im Stillen Ocean; Vortriage 
von HERMANN SCHUMACHER, Die dffentliche Kinderfiirsorge 
der Stadt Berlin; von ALtvAN A. TENNEY; iibersetzt von L. 
KATZENSTEIN. Die Strafgewalt moderner Vereine; von A. 
Leist. Die Scha g von Grundstiicken fiir die Beleihung ; 
von Ivo Liirzeter. Die Erhebungen der Gewerbe-Aussichts- 
‘Yeamten iiber die Fabrikarbeit verheirateter Frauen; von L. 
Poue; 2. Artikel (Schluss). Aus venetianischen Handlungs- 
biichern, Ein Beitrag zur Geschichte des Grosshandels im 15. 
Jahrhundert ; von H. SrEvEKING ; 2. Artikel (Schluss), Ueber 
die Notwendigkeit der Reform der Verwaltungsorganisation in 
Preussen, Vorschlage zu ihrer Durchfiihrung nebst Grund- 
ziigen zu einem Gesetzentwurf; von A. Lotz. Der Unter- 
stiitzungsverein fiir alle in der Hut- und Filzwarenindustrie be- 
schiiftigten Arbeiter und Arbeiterinnen; von WALTHER FRISCH; 
{. Die rheinisch westfahlische Eisenindustrie in der gegenwar- 
tigen Krisis; von LEorpo_p von WiksE, Hans von Scheel und 
die Reichsstatistik; von Frizprich ZAHN. Richard Bockh und 
das statistische Jahrbuch der Stadt Berlin 1876-1900; von CarL 
Battop. John Ruskin; von CHRISTIAN ECKERT. Neuere 
Litteratur zum Biirgerlichen Gesetzbuch ; von Pau OERTMANN, 


Das nichste Heft dieses Jahrbuchs, im April 


1902 erscheinend, wird voraussichtlich enthalten : 


Zur Charakteristik der englischen Industrie ; von W, Has- 
Bach. Zur Vorgeschichte des deutschen Zollvereins; von 
CuristiAN Eckert. Ueber Organpersénlichkeit; von Huco 
Preuss. Der individualistische Stand in Deutschland; 
von Fetix NACHFAHL. Bauernschutz in den deutschen Terri- 
torien vom 16.-19. Jahrhundert; von Otro Hérzscu. Be- 
hérdliche Mindestlohnsatzungen in Australien; von 
ScHWIgDLAND. Frauenarbeit in Frankreich; von 
ScHIRMACHER, Unterstiitzungsverein deutscher Hutmacher; 
Il; von WALTHER Friscu. Zur Kritik der ungarischen Indus- 
triepolitik; von Jutius Bunzet. Das Feudalsystem in Ame- 
rika; von W, Bennett Munro, Geschichte des Bettelwesens; 
von OLsHAUSEN. Kolonisation im spanischen Siid ika; 
von Kart Battop. Die Reichsbank 1876 bis 1900; von 
ARTHUR SPIETHOFF, 


By MAXIME 


Russian Political Institutions 


Formerly Professor of Public Law at the University of Moscow 


HOVALEVSHY 


has been Mackenzie Wallace’s volume. 


A sketch of Russian Political Institutions, past and present. 
bird’s-eye view of the internal development of Russia. 


Up to the present time the standard work on Russia for English-speaking peoples 


differs widely. Instead of aiming “to convey a general idea of the country and 


The author's task has been to give a 


The aim of Professor Kovalevsky’s book 


people” (as Wallace phrases his object), it is essentially expository—the history of 
an evolution. This history has never before been written in English. In the 
main the book is one for the student and the scholar, in a much more intimate 
sense than is, for instance, Professor Bryce’s American Commonwealth. But the 
sections dealing with the emancipation of the serfs, local self-government, and, 
especially, the universities and the press, will be found to contain matter not only 
not elsewhere accessible, but of universal interest. 


310 pp., royal 8vo, cloth - - - $7.50 net; postpaid, $1.60 
For sale by bookdealers and by the publishers 


The UNIVERSITY OF CHICAGO PRESS 


CHICAGO, ILLINOTS 
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Journal of the Royal 
Statistical Society 


PUBLISHED QUARTERLY IN MARCH, JUNE, SEPTEIBER, AND DECEIMBER 


Contents of Two Recent Numbers: 


Vol. LXVI. Part 2, June, 1903 Vol. LXVII. Parti, March, 1904 


‘Statistics of Italy... By BOLTON KING. On the Smaller Urban Districts of England and 
Discussion on Mr. King’s Paper. Wales. By THOMAS A. WELTON, F.C.A. 


Discussion on Mr. Welton's Paper. 


‘Agricultural Wages in England and Wales dur- 
ing the last Half Century.’ By A. WILSON Trade Union Expenditure on Unemployed Benefit. 


Fox, C.B, By E. L. HARTLEY, B.A. 


Discussion on Mr. Hartley's Paper. 
Discussion on Mr. Wilson's Paper. 


MISCELLANEA: 


MISCELLANEA: 
I.—Our Exports of Coal-Capital. By JOHN 


I.—Memorandum on Primary Occupations in Hour Scupotse. 


tgot. By T. A. WELTON, F.C.A. Il.—Prices of Commodities in 1903. By A. 
SAUERBECK. 


II.—A New Life-Table for England and Wales, II1.—Commercial History and Review of 1903. 
based on the Census Enumerations of 1891 1V.—English Literature in 1903. 
and 1gor. By T. E. HAYWARD, M.B. 
V.—Notes on Economical and Statistical Works. 


Ill.—The Census of 1901: Summary Tables for VI.—Quarterly List of Additions to the Library. 


England and Wales, etc. VII.—Periodical Returns. 


The JOURNAL is sent gratuitously to all Fellows of the Society. Non-members 
can subscribe for it through the Society. The subscription is £1 1s. per annum. 
Single numbers at the price of 5s. (postage 3¢. extra). Each may be obtained 
through any bookseller, or direct from the Secretary of the Roya! Statistical 
Society. i 

Offices of the Society: 


9 Adelphi Terrace, Strand, W. C., London 
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VERLAG DER H. LAUPP’SCHEN BUCHHANDLUNG IN TUBINGEN 


Allgemeines 
Statistisches Archiv 


HERAUSGEGEBEN VON 


Dr. Georg von Mayr 


O. PROFESSOR DER STATISTIK, FINANZWISSENSHAFT UND NATIONALOKONOMIE AN DER 
UNIVERSITAT MUNCHEN. KAISERL, UNTERSTAATSSEKRETAR Z. D. 


SECHSTER BAND. 


Preis des ersten und zweiten Halbbandes je ch. 12.—. 


GESAMTINHALT DES SECHSTEN BANDES. 


I. Abhandlungen, 


Die mannigfachen Beziehungen zwischen Statistik und Medizin, von Dr. Fr, Prinzing. Ein moderner Statist, von 
G.v. Mayr. Ueber die Notwendigkeit systematischer Arbeitsteilung auf dem Gebiete der Bevélkerungs- (Sozial-) Statistik, 
Il, Die Sakularzihlung von 1900 und die Cemeindestatistik, von , Bleicher. Aus der Geschichte der schwedisch-finlandischen 
Bevilkerungsstatistik, von Aug. Hyelt, Die Lohnstatistik in der Theorie und in der Praxis, von Roland P. Falkner. Das 
Bevilkerungsgesetz, von Dr. #1. Prinzing. Die deutsche Handelsstatistik in ihrem gegenwartigen Stand und die Vorschliige 
zuihrer Verbesserung, von //. G> zmm. Ueber die Notwendigkeit einer systematischen Ceesaiealion der Getreidestatistik, von 
Dr. G, Ruhland, Mit Diagramm, Ueber die Notwendigkeit systematischer Arbeitsteilung auf dem Gebiete der Bevilkerungs- 
Sozial-) Statistik. 111, Die periodische Ermittlung des Bevélkerungsstandes, von H. Bleicher. 


II, Statistische Technik. 


Die belgische Industrie- und Gewerbestatistik von 1896, von Dr. EZ. Waxwetler, Das Zahlblattchen und der britisch- 
indische Zensus von 1901, von G. 7. Mayr. Die neuen Zahlkarten fiir die Statistik der dsterreichischen Arbeiter- Unfallversiche- 
rung, von A’, Adgler, Das Markenklebesystem als statistisch-technisches Verfahren, von Dr, Fr. v. Metnzingen. Die 
Verwendung des Zihlblattchens bei der Volkszaihlung in Britisch-Indien vom 1, Miirz 1901, von G, v. Mayr, 


III. 


Statistische Ergebnisse. 


Die Kindersterblichkeit in Oesterreich, von Dr, Fr. Prinzing. Mit Kartogramm. Bevélkerungsbewegung im Hiillischen 
seit Mitte des 16. Jahrhunderts, von /, Gme/in. Der Riickgang der Sterblichkeit in den letzten fiinfzig Jahren und seine Bedeu- 
tung fiir das Versicherungswesen, von A. Ade/. Der Selbstmord in den Stidten, von Dr. H. Rost. Die Gebirfahigkeit der 
bayerischen Frauen, von Dr. Grass/, Ein Beitrag zur Statistik der Geburten, insbesondere der Mehgeburten, von /’, @. 
Kailckstetn, Mit Diagramm. 


IV, Literatur. 


Die Verdéffentlichungen des Kaiser]. Statist. Amts iiber die Ergebnisse der Berufs- und Gewerbezahlung vom 14. Juni 1895 

im Deutschen Reich (Schluss), von G. v. Mayr. Eingehendere a onheneen von Schriften von: Cauderiier, Lois de la 
etc.—bespr. von Glaser. H, Lang (Bevolkerung Wiirttembergs); 4. Creuzbauer (Nahrungsmittelversorgung 
iinchens) —A, Grotjahn und F. Krtege/ (Jahresberichte iiber soziale Hygiene und Demographie) — Die privaten Vericherung- 
sunternehmungen in Oesterreich; Amtl. Publikation—I. Verwaltungsbericht der Stadt Essen—bespr. v. G.v. Mayr. Mitteilung 
iiber eine ‘‘ Allgemeine Bibliographie der neuesten Statistischen Literatur.”’ 


V. Statistische Gesetzegbung und Verwaltung. Verschiedenes, 


Vorbemerkung. Deutsche kommunalstatistische Aemter nach dem Stand von 1902 (April). Die Bestimmungen fiir die 
Volksziihlung im Deutschen Reich vom 1. Dezember 1900, von G. v, Mayr. Weitere neuere Anordmungen aus dem Gebricte 
der Deutschen Reichstatistik, von G. v. Mayr. Zur Geschichte der niederlindischen Statistik, von Dr. H. W. Methorst. 
Umgestaltungen der amtlichen Statistik der Vereinigten Staaten von Amerika, von G. v. Mayr. Hans v. Scheel t Arthur 
Geissler Leopold Wilhelmi tf. Sachregister. 


Die Seitenzahlen des zweiten Helbbandes sind in Kursivschrift angegeben, 
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Ghe Second Bank of 
the United States 


By RALPH C. H. CATTERALL 


Lantern 
Slides 


to illustrate 
Educational and 
Scientific Subjects 


These lantern slides are selected from our enormous 
stock, 40,000 slides, = are carefully ont 
accura’ arranged, in many cases to accom stan 
ard Text Books. We have 

Lantern Slides on Geography. 

Lantern Slides on Physical Gecgvenbe. 

Lantern Slides en Geology. 

Lantern Slides on Botany. 

Lantern Slides on Natural History. 

Lantern Slides on Native Birds, 

Lantern Slides on Anatomy. 

Lantern Slides on Astronomy. 

Lantern Slides on 

Lantern Slides on Psychology. 

Lantern Slides on Engineering. 

Lantern Slides on English Cathedrals. 

Lantern Slides on Details of Architectural Design, 

Lantern Slides on 

Lantern Slides Illustrating many other subjects in 
all parts of the world. 

Send for list of Educational Lantern Slides and descrip- 
tion of our New Bright White ht,a New Brilliant Port- 
able Light for Magic Lanterns. Lists of Projecting Micro- 


8 HISTORY of the Bank, 
treating at length both the 
«monetary and political 

questions connected with the in- 

stitution. 

Much of the material for this work 
was obtained from the manuscript 
papers of Nicholas Biddle, including 
his letters and letter-books. 

This book is of special interest to 
legislators, bankers, men of affairs, 
and students of financial history and 
political institutions. 

538 pages, 8vo, cloth, net, $3.00; 
postpaid, $3.20. For sale by book- 
dealers or the publishers. 


scopes and Projecting Polarisco sent on application. 
We also rent Slides at low ratee. = 


WILLIAMS, BROWN & EARLE, 
Manufacturers of Stereopticons, Microscopes, ctc., 
Dept. 28 918 Chestnut St., Phila. 


Ghe University of 
Chicago Press, Chicago 


THE POLITICAL SCIENCE QUARTERLY 


A Review devoted to the historical, statistical, and 
comparative study of politics, economics, and public law 


Edited by the FACULTY OF POLITICAL SCIENCE of Columbia University 


Annual subscription, $3.00. Single number, 75 cents. 


MONEY AND BANKING 


ILLUSTRATED BY AMERICAN HISTORY 


HORACE WHITE 


12mo, Cloth, xiv-+474 pages. List price, $1.50; mailing price, $1.65. 


The first edition of this important work was prepared to meet a popular demand for 
information on the Money Question in the presidential campaign of 1896. 

In the second edition the book has been thoroughly revised and continued to the 
year 1902. 


GINN AND COMPANY, PuBLISHERS 


29 BEACON STREET, BOSTON 
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What Sterling is to Silver 
What Bessemer 1s to Steel 
PRUDENTIAL is to Life Insurance 


*Tis the sense of saving 
that lays the Rock 
foundation of Prudential 
Protection. It will be 
a pleasure to explain 

if you will write us. 


Prudential 


INSURANCE CO. OF AMERICA. 


JOHN F. DRYDEN, President. —— Home Office: NEWARK, N. J. 


“Visit The Prudential’s Exhibit, Palace of Education, World’s Fair, St. Louis” 


om 


Staying Power 


FOR THE 


TIRED BRAIN 


Horsford’s Acid Phos- 
phate keeps the mind clear, 
the nerve steady and the 
body strong—a boon to the 
overworked officeman, 
teacher and student. 


Horsford’s 
Acid 
Phosphate. 


No beauty can stand the 
disfigurement of bad teeth 


Take care of your 
teeth. Only one 
way— 


Sozodont 


“* Good for Bad Teeth 
Not Bad for Good Teeth’’ 


HALL & RUCKEL 


NEW YORK 


‘ap SHAVING 


Fevers 


prevail in the Fall, due to germs developed during Summer. 
To prevent sickness and protect your family, purify the 
waste-pipes, sinks, closets and the cellar with 


the odorless 
disinfectant, 


The daily use of just a little of this powerful{liquid ensures 
pure air in the home, and a bottle will last the average 
family a month. Sold only in quart bottles by druggists 
and high-class grocers. Prepared only by Henry B. 
PLATT, New York and Montreal. 
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MENNEN 
BOPATED TALCUM 
Ges Toilet Powder 
A Posmve Retief for | 
Prickly Meat, Chafing and Sunburn 
gad aft aftcrions of the shin Removes sit odor of perspire 
Beware of face ison every 
genuine. SAMPLE FREE. 
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MODERN 
BUSINESS 
METHODS 


A™ RICAN enterprise is nowhere more 

conspicuous than in commerce and 
industry. Goods made in the United 
States are finding their way over the 
whole world; improved methods of manu- 
facture and transportation, together with 


the rapid advances in banking and insur- © 


ance, make it possible for our manufac- 
turers to bid on closer margins and to 
guarantee quicker deliveries than those of 
other countries. These methods are the 
modern secrets of success. The Univer- 
sity of Chicago, in its College of Commerce 
and Administration, has recently made an 
effort to exploit these methods. Success- 
ful business men of large and varied ex- 
perience were secured to deliver lectures 
upon subjects in which they were experts. 
The lectures have been carefully edited 
and made available in book form under 
the title 


Lectures on 
Commerce 


This book comprises 340 8vo pp., is bound 
in cloth, and sells at $1.50, ~¢/; postpaid, 
$1.62. Herewith we give a detailed out- 
line of the contents and a few press com- 
ments. 


Contents of the 
Lectures on Commerce 


INTRODUCTORY LECTURE 
F. Laurence Laughlin 
Higher Commercial Education 
RAILWAYS 


A. W. Sulliban 
Railway Management and Operation 


George G. Tunell 
Railway Mail Service: A Historical 
Sketch 


E. D. Kenna 
Railway Consolidation 


Luis Fackson 
Railways as Factors in Industrial De- 
velopment 


Paul Morton 
Some Railway Problems 
TRADE AND INDUSTRY 


Franklin H. Head 
The Steel Industry 


H. F. 4. Porter 
The History of the Art of Forging 


A. C. Bartlett 
At Wholesale 


Fohn Lee Mahin 
The Commercial Value of Advertising 


Dorr A. Kimball 
The Credit Department of Modern Busi- 
ness 
BANKING AND INSURANCE 
Fames H. Eckels 
The Somegeeies of the Currency 
The Methods of Banking 


. R. Forg. 

H. K. Brooks 
Foreign Exchange 


A. F. Dean 


Fire Insurance 


At all booksellers, or direct from 


The University of Chicago Press 


Chicago, Illinois 


FROM THE REVIEWS 


‘The book contains an astounding amount 
of information.” —Chicago Journal, 

‘*We have no hesitation in commending this 
volume as a really valuable handbook.” — The 
Outlook. 

“ This is a book of unusual interest and great 
practical value.”"—Saint Paul Pioneer. 

“One of the most informing books ever put 
out by a university,”—Chicago Daily News. 

“These papers make most interesting and 
instructive reading.” — 7he Dial. 

“* The volume is of special interest and will 
be found of practical value to railway men, 
economists, investors, and commercial educa- 
tors.”"— The Railway Age. 

“The book contains much that will be of 
value to the young man seeking to improve his 
knowledge of the subjects treated.’’— Pztts- 
burg Times. 

“* This volume is of unusual interest, and the 
lectures are on subjects of value to economists, 
railroad men, investors, and commercial edu- 
The Courter-Fournail (of Louis- 
ville). 


ee ee 


| 


= 


WORLD'S: 


ST. LOUIS 4 


LOWEST RATES 


Our World’s Fair guide and rate quotations 
cost nothing. Write for them. 
Gro, J. CHarLtTon 
General Passenger Agent, Chicago, Il. 


pure and delicious as 
9 


CANDIES 


THE SAME MAKERS 
THE SAME EXCELLENCE: 


4 Trains a Day 


via the 


MONON ROUTE 


and C. H. @ D. Ry. 


Only 8 Hours 
CHICAGO 
CINCINNATI 


Parlor and Dining 


BY NIGHT, Palace Sleeping 
and Compartment Cars 


CHAS, H, ROCKWELL, FRANK J, REED, 
Traffic Manager, Gen, Pass. Agt. 
200 Custom House Place, CHICAGO, 


IDE ACOCK-HORSE To BanBurY CROSS, 

SEE A FINE LADY UPON A WHITE HORSE, 

INGS ON HER FINGERS,AND BELLS ON HER TOES, 
SHE SHALL H HAVE MUSIC WHEREVER SHE GOES, 


So SINGS THE FOND MOTHER IN NURSERY RHYME 
TOHER GLAD INFANT, THE WHILE KEEPING. TIME; 
AND SO CAN ALL MOTHERS WITH TUNEFUL REFRAIN 
IN THEIR INFANTS WHOSE HEALTH THEY MAINTAIN, 
HROUGH 
MRS. WINSLOWS SOOTHING SYRUP 
OVER FIFTY YEARS SOLD 
W WO 
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4 A) AN Wy 
CHOCOLATE 
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“The Universal Perfume”’ 


Most delightful, 
Most refreshing, 
Most lasting, 
Most popular. 


MURRAY 


HANDKERCHIEF, 
DRESSING - TABLE 
AND BATH. 


Bm Is beyond a question the 
best of all 
Toilet Perfumes. 


-The Pioneer Line 


From Chicago to 


INDIANAPOLIS 
and 
CINCINNATI 


Is What is now known as the 


“Big Four Route” 


Parlor Cars, and Dining Cars 
Pullman Compartment and Open Sleepers 
Everything Strictly First Class 


For rates, tickets etc., call on or address 
J. C. TUCKER 
General Northern Agent 
238 Clark St. CHICAGO, ILL. 


If your music dealer cannot supply you, 


SEND US 50c 


in U. 8. stamps and we will send (prepaid) one of the 


Ditson Half-Dollar Series 


Pull folio size and the greatest values 
ever given in music collections 


Do not confuse these with CHEAP music 


They represent such composers as Mascagni, 
Bohm, Behr, Gabriel-Marie, Ascher, Braga, Boc- 
cherini, Mendelssohn, Rubinstein, Raff, Schumann, 
Handel, Burgmuller, Reinecke, etc., are beautifully 
printed on extra quality paper and well bound. 


Any one of these for $0 cents 
Would cost $5.00 as sheet music 


Dance Waltzes for the Piano. 64 pages. 

Easy Four-Hand Pieces (2d and 3d grades). 62 p. 

Easy Pieces in my Keys. 56 p. 

Easy Salon Music for the Piano. 64 p. 

Favorite Duets for Violin and Piano. 6o p. 

Forty Very Easy Piano Pieces. 64 p. 

Four-Hand Recreations (3d grade). 62 p. 

Marches and Two-Steps for the Piano. 62 P- 

Very Easy Piano Duets (1st and 2d grades). 60 p. 
‘Sold by Music Dealers or mailed as above. 


OLIVER DITSON COMPANY 
B-151 Dept. 13 150 Tremont &t., Boston 


Unit Vertical Filing Systems 


Library Bureau 
Boston New York Chicago 


Send for Catalog 
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go 


Established 1860 
150 Varieties 


Esterbrook’s 
Steel Pens 


Sold Everywhere 


The Best Pens Made 


The Esterbrook Steel Pen Co. 
Works, Camden, N. J. 26 John St., N. Y. 


All over the civilized world 
THE IMPROVED 


IS KNOWN AND WORN 
Every Pair Warranted 
Name Is 
mped on every 
loop — 


The 


CUSHION 
BUTTON 


CLASP 


Lies flat to the leg——never 
Slips, Tears nor Unfastens 
ALWAYS EASY 


GEO. FROST CO., Makers, 
Boston, Mass., U. $. A. 


San Francisco 
and Return 


$61.00 


From CHICAGO, going one way via 
Canadian Pacific Ry., through the 
world famous Canadian Rockies with 
their 600 miles of Stupendous Moun- 
tain Peaks, Awe Inspiring Cafions, 
and Mighty Cataracts. 


Tickets good to go 
August 15th to 
September 10th 
Proportionate rates from all other 
points, All Agents can sell tickets 


by this route. For further informa- 
tion and illustrated literature, write 


A. C. SHAW 
GENERAL AGENT, CHICAGO 


And now LADIES and GENTLEMEN, I 


wish to inform you that it is not necessary 
to INSURE YOUR COLLAR BUTTON 


BUY A ONE-PIECE 


“Krementz” 


which carries automatic insurance. If anything ha: s 
to it your dealer will give you a new one, But nothing 
can happen. It is made in one strong piece. No joints, 
No soldering. Wa£ll not bend or break, Easy to button 
and unbutton because it is correctly shaped. Double 
thick shank. Graceful design. Twenty-one models for 
Ladies and ee ae , silver or rolled plate. Be 
sure you get the‘ KREMENTZ.” Free booklet,“THE 
STORY OF A COLLAR BUTTON,” gives entertain- 
ing information. Want one? 


HKREMENTZ @ CO. 


aS Chestnut St., NEWARK, N. J; 


4; 
< 
2c. for Cotton, 
° Sample Pair. 
REFUSE ALL SUBSTITUTES 
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BRINGS GOOD FORTUNE TO ITS USERS 


HOME OFFICE AND FACTORY 
SYRACUSE, 


EXHIBIT AT WORLDS FAIR, ST. LOUIS, 


SEC. 23. PALACE LIBERAL ARTS. 


THE EUREKA REMOVABLE 


MEMORANDUMS 


Fill up one book, simply slide out 
of cover and put in new tablet..... 


ONE COVER WILL OUTWEAR 6 TABLETS 


PRICES 
Sizz CompLete ExtRA TABLETS 
cACH Eacu 
+05 
08 
-I0 


Sent postpaid on receipt of price 


Ss. D. CHILDS @ CO. 
WHOLESALE AND RETAIL STATIONERS 
200 Clark Street CHICAGO 


THE ONLY REAL TYPEWRITER 
AT A LOW PRICE. 

It combines UNIVERSAL KEYBOARD, STRONG 
MANIFOLDING, MIMEOGRAPH STENCIL CUT- 
TING, VISIBLE WRITING and INTERCHANGE- 
ABLE TYPE. 

The Postal will be sent on one week's trial, 
Write for our Booklet and Instalmest Plan. 


REMOVAL NOTICE. 
The favor which the Postal has met since 
it figst appeared on the market 18 months 
ago, has necessitated a larger factory, 
which we now have at Norwalk, Conn. 
Postal Typewriter Co., Dept. 30 
Main Office & Factory, Norwalk, Conn. 
Sales-( 1140 Broadway, New York. 
rooms (115 Dearborn Street, Chicago. 
RELIABLE AGENTS WANTED. 


HOW DOES THE LEAD 
GET INTO THE PENCIL? 


HIS has puzzled a great many, but if you would 
> like to know, so that you can explain it to a 
class, send us this advertisement together with 
our name and address, and we will send you a little 
k that tells the whole story. The process of man- 
ufacture is not the result of an inspiration, but the 
roduct of much care, thought, and skilful manipula- 
on. 

If you are a teacher, we will in addition to the 
book send you samples of our pencils so you can try 
them in your school and see how useful they are in 
the many kinds of educational work. 


JOSEPH DIXON CRUCIBLE CO. 


JERSEY CITY, N. J. 


=] INEXPENSIVE, HANDY, USEFUL 
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im the Piano business 
{1 We ought to know something about Pianos. 
Others think so, for we do the largest retail Piano 
business in the world. 


{1 We are agents for 24 different makes of Pianos 
and have over 600 individual Pianos on our floors. 


{The prospective purchaser can make compari- 
sons here that would be impossible elsewhere. 
Then, too, we can meet your views in regard to 
price, for we have Pianos from $125.00 up. 

{1 We sell Pianos on such terms of payment that 
no home need be without this necessary and 
artistic acquisition. 


A Good New Piano for Rent 
$4.00 per Month 


{1 Let us send you our handsome Piano book. It 
is free for the asking. Write today. 


38 ADAMS STREET, CHICAGO 


MICROSCOPES 


Our Microscopes, Microtomes, 
Laboratory Glassware, Chemical 
Apparatus, Chemicals, Photo 
Lenses and Shutters, Field Glasses, 


Projection Apparatus, Photo-Micro 
Cameras are used by the leading 
Laboratories and Government De- 
partments Round the World. puke 


Bausch é Lomb Opt. Co. 


ROCHESTER, N. Y. 
New York Chicago Boston Frankfurt, G'y 


The Prospects of 
the Small College 


By R, Harper 
President of the University of Chicago 


12mo, paper; postpaid, 25 cents 


The University of Chicago Press 


A Complete Catalogue of Publications Sent on Request 


THE 


Morgan Park Academy 


FOR BOYS 


Is a constituent part of The University of Chi- 
cago, and is situated in the beautiful village of 
Morgan Park, eight miles from the city site of 
the University. This situation is most favorable, 
affording healthful surroundings and spacious- 
ness of grounds. 

The Faculty of the Academy consists of eleven 
men, all college graduates, well-trained in their 
departments. 

The courses include Manual Training and 
meet the entrance requirements of all the lead- 
ing colleges and technical schools. 

Its seven buildings, all of brick and stone, 
consist of three dormitories, the new gymna- 
sium, the library containing 6,000 volumes, the 
well-equipped science laboratory, and the reci- 
tation building. 

The Academy's ideals are to develop the best 
possible manhood in its students and to this end 
all its discipline is directed. Especial effort is 
made to teach boys how to study and to torm 
habits of work. The students’ interests, athletic, 
literary, social, musical, and religious, are well 
sustained. 

The expenses vary from $250.00 to $450.00 
per year. Forty-five scholarships are given in 
recognition of excellence of effort. 


THE FALL TERM BEGINS SEPTEMBER 20TH 
FOR ILLUSTRATED CATALOGUE ADDRESS 


DEAN WAYLAND J. CHASE, Morgan Park, Ill. 


DENTACURA 


Differs from the ordinary 
dentifrice in minimizing 
the causes of decay. En- 
dorsed by thousands of 
' Dentists. It is deliciously 
flavored, and a delightful adjunct to the den- 
tal toilet. In convenient tubes. For sale at 
drug stores, 25c. per tube. 
AVOID SUBSTITUTES 


DENTACURA COMPANY, 


Newark, N. J., U. S. A. 
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The same thoughtful and careful investi- 
gation that is used in making other _pur- 
chases will, if applied to typewriters place a 


TYPEWRITER 


in your office everytime. Simply 

because in building the Fox we have 

not been satisfied with anything 
short of absolute perfection. 

The touch of the Fox is 50 to 100 per 

cent. lighter than any other typewriter. 

The speed is 25 to 50 per cent. greater. 


Every good feature that is common to other type- 
writers is found on the Fox and shows improvement. 
May we not prove this statement in your office at our ex- 


pense? 
We place Fox Typewriters on free trial everywhere. 
FOX TYPEWRITER CO., Ltd. 
560-70 Front St., GRAND RAPIDS, MICH. 
Branch Offices and Agencies in principal cities. 


ha you are having any trouble with the finish 

on your floors, or are not entirely pleased 
with their appearance, it is certain you have not 
used LIQUID GRANITE, the finest floor finish 
ever introduced. 

It makes a finish so tough that, although the 
wood will dent under a blow, the finish will not 
crack or turn white. This is the highest achieve- 
ment yet attained in a Floor Finish, and is not 
likely to be improved upon. 

Finished samples of wood and instructive 
pamphlet on the care of natural wood floors sent 
free for the asking. 


BERRY BROTHERS, Limited, 
Varnish Manufacturers, 


NEW YORK PHILADELPHIA CHICAGO ST. LOUIS 
BOSTON BALTIMORE CINCINNATI SAN FRANCISCO 


Factory and Main Office, DETROIT. 


Ww not use a clean Fountain 

Pen, one that will write and 
write always, without skipping, 
blotting, or scratching? 


The above Fountain Pen is and 
has been sold on its merits all over 
the world for sixteen years, and is 
unconditionally guaranteed. 


SEE THAT CLIP? 
THE NIAGARA CLIP holds securely from 
the thinnest sheet of paper up to ¥ inch in 

thickness, and can be u over and over 
again. Better than pins for filing letters, 
records, cards, etc. Avoid unsightly pinholes 
in attaching second le*ters, business cards, \ 

ecks, drafts, invoices, ete. Put up in boxes \ 
of 100 especially for desk convenience. Sam- \ 
ple box 15 cents, postpaid, 


NIAGARA GLIP COMPANY, 123 LIBERTY STREET, NEW YORK GITY 


It costs you nothing to receive our 
announcements and other adver- 
tising matter. Simply ask to be 
placed on our mailing list. 


The University of Chicago Fress, Chicago, III. 


Photo Lenses 


and Shutters of every 
kind for all purposes ; 
Professional, 


Amateur, Process. 
Sold Round the World on all 
Catalogue free. 


"Bausch & Lomb Opt. Co 


ROCHESTER, N. Y. 
New York Chicago 
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Anima 
Education 


By JOHN B. WATSON, Pu.D. 


THIS STUDY is largely supplemental to that of Flechsig and attempts to throw some 
light upon the following questions: (1) How far is it possible to give a systematic 
account of the gradual unfolding of the associative processes in the rat? (2) Is it 
possible to find out whether or not medullated nerve fibers in the cortex of the rat are 
a conditio sine gua non of the rat's forming and retaining definite associations? (3) Is 
there any connection between the increasing complexity of the psychical life and the 
number of the medullated fibers in the cortex, together with their extension toward its 


AN EXPERIMENTAL 

STUDY ON THE 
PSYCHICAL 
DEVELOPMENT 


NERVOUS SYSTEM 


122 pp., with numerous text-figures and plates, 
$1.25, net; postpaid, $1.35 


AT ALL BOOKSELLERS, OR ORDER DIRECT FROM 


Che University of Mhicago Press, Chicago, Tllinois 


The 
Psychology of Child 


Development 


By IRVING KING 


OF PRATT INSTITUTE 


‘** A very practical and helpful book, which should 
be read and studied by everybody who has to do with 
A, 1, pi ig t ei llig e and ch of 
The Progresstve Teacher. 


‘This volume appears to approach the subject of 
child study from the right standpoint — not resting on 
the assumption that child psychology is 7 adult 
psychology reduced to lowest terms... .. he book 
ts a most valuable addition to our child psychology 
literature.’’"— Wisconsin Journai of Education, 

“* ..... it is a book sound in theory, full of sugges- 
tion, and valuable alike to the practical teacher and the 
educationalist.”— 7he Educational News. 


280 pp., I2mo, cloth, $1.00, 
postpaid, $1.12 


At all booksellers, or order direct from 


The University of Chicago Press, Chicago, Ill. 


Preserve Your 
Magazines 


Have them bound in Cloth 
or Leather. It will improve 
the appearance of your 
Library at a small expendi- 
ture. The University of 
Chicago Press has a well- 
equipped job bindery and 
will be pleased to quote 
prices + + + + 


The University of Chicago Press 
Mfg. Dept. Bindery Chicago 
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Your Beauty 
Sleep. 


The Beauty Doctors all agree 
that sleep is nature’s greatest aid 
to charming femininity. Famous 
beauties of this and other lands 
know the value of sweet, refresh- 
ing sltumber—not the nerve-rack- 
ing tossing of a body physically 
exhausted. You can get the 
sweet sleep of a little child every 
y night of your life by taking, 


on retiring, half a bottle of 


The “BEST” Tonic, every 
day. It is a liquid nerve 
food; the concentrated 
goodness of malt combined 
with strengthening and quieting 
influence of health-giving hops. 
It is balm to the weary and worn- 
out nerves. It quiets the rapid 
heart action and thus lulls, you 
into a gentle, refreshing, restful 
slumber, from which you will 
awaken in the morning with a 
daintier, rosier bloom of health. 


Sold by all druggists. 


Write for free booklet. Pabst Extract Dept., 
Milwaukee, Wis. 


, illustration of 
the "Y and E" Vertical System 
of correspondence filing. 

@ Shows exactly how compact 
and convenient this method is. 
q Files ANYTHING FLAT, 
from letters to photo negatives. 
Want it? 


YAWMAN & ERBE MFG. CO. 
Phone: Central 2497 
138-140 Wabash Avenue 


“FOLLOW THE FLAG.” 


TAKE THE WABASH 


SAINT LOUIS 


THE ONLY LINE 


THE WORLD’S FAIR 


MAIN ENTRANCE. 


F. A. PALMER, A.G. P.A., 
311 MARQUETTE BLDG., CHICAGO 
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H YLO 


SAVES 


A Short Cut 
to Comfort 


The “Long Distance’’ HYLO 
(showa in the illustration) is 
just right for the man who 
reads in bed. § Cord snaps 


on like a glove 
fastener, Any- 
body can put it 
in place without 
tools. The porta- 
ble switch turns 
the light high or 
low or entirely 
out. Switch lasts 
indefinitely. On- 
ly the lamp needs 
to be replaced 
when burned out. 
Cords can be any 


length desired. 


+ Look for the 


name HYLO 
and refuse im- 
ttations. 


ay Twelve styles of HYLO lamps. 

Send forCatalogueand 

** How to Read Your Meter."’ 


106 STATE STREET 


THE PHELPS COMPANY 


DETROIT, U.S. 


Billing Typewriter 

and foremost. 

Z 

A ma e use its a 


you know how they last. 


ss Remington T ypewriter Company 
ZZ 327 Broadway, New York 


Bearing. 


th 
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Ball Bearing , 


Longest Wear 


zx 
aN 
Ay | 
\ 
| 
WORLDS FY IAL TYPEWRITER. 
T. LOUIS ¢ 


For All Nations and Tongues and used by All Classes of People. 


THE BUSINESS MAN - Because the New Hammond is the Best Letter 
Writer, Manifolder and Tabulator. 


THE SCIENTIFIC MAN - Because the Hammond has a practically unlimited. 


range of service. 


THE LITERARY MAN - Because the Hammond allows the use of several 


styles and sizes of type. 


THE LINGUIST - - - Because on one Hammond machine more than 
twenty languages can be written. 


THE LADIES - - - - Because the Hammond has a beautiful Script type 
and others in preparation. 


EVERYBODY - Because one Hammond will write anything in any 


style of type, language, or color of ink, on any 
size paper in any direction. 


THE HAMMOND TYPEWRITER GOMPANY 


69TH TO 7OTH STS., AND EAST RIVER NEW YORK, N.Y. 
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BUFFAL 


No Remedy of Ordinary Merit Could Ever Have Received 
Indorsations from Men Like These. 


Alfred L. Loomis, M. vy Por eng Prof. Pathology and 
the Practice of Medicine in the Medical Dept. of the University 
of New York. 

. S. Army, and former Prof. of Diseases o ind a 
in Bright’s Disease Nervous ‘Sri in The University of New York. 
Albuminuria Geo. Halsted Boyland, A. M., M. D., Doctor of Medi- 


cine of the Faculty of Paris, and former Prof. of Surgery in 
and -Baltimore Medical College. 


Wm. B. Towles, M. D., former of and 
Post-Scarlatinal Materia Medica in the Medical Dept. of the University of Va. 
E. H. Pratt, A. M., M. D., LL.D., Prof Orificial 
Nephritis. Surgery to the C hicago Homepathic Hospital. : ¥ 


C.W. P. Brock, M. D., £x-Pres. National Assn. Rail- 
way Surgeons and Member Medical Society of Va. 


L J. T. Davidson, M. D., Zx-Pres. New Orleans Surgical 
and Medical Assn. 


Dr. A. Gabriel Pouchet, Prof. of Pharmacology and 
In Renal Calculi, Materia Medica of the Faculty of Medieine of Paris. 


Stone in the J. T. LeBlanchard, M. D., Prof. of Montreal Clinic, 
SN., V.U. 


Bladder and James K. Crook, A. M., M. 0., Prof. Clinical Medicine 
inflammation of and Clinical Diagnosis, New York Post-Graduate Medical School. 


Jos. Holt, M. D., £x-President of the Louisiana State 
the Bladder. Board of Health, etc. 


Robert Bartholow, M. D., M.A., LL.D., Prof. Materia 
Medica and General Therapeutics, Jefferson Medical College, 
Philadelphia. 


James L. Cabell, M. D., A. M., LL.D., former Prof. 


of Physiology and Surgery in the Medical Dept. of the Unés- 
In Gout, ede of Pa. , and Pres. of the National Board of Health. 


Horatio C. Wood, M. D., former Prof. of Materia 
Rheumatism and Medica, etc., in the Medical Dept. of the Cnioorsity of Pa. 


Uric Acid Chas. B. Nancrede, M. D., Prof. of Surgery, Medical 


Conditions. Dept. of the University of Michigan. 
Dr. John T. Metcalf, New York, Emeritus Professor 
Clinical Medicine, College of Physicians and Surgeons, New Yor 


A. Alexander Smith, M. D., Prof of Practice of Med 7p! 
and Clinical Medicine, Bellevue Medical College, N. Y. 


th eral dru d mineral trade, 
PROPRIETOR, BUFFALO LITHIA SPRINCS, VA. 
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A PERFECT FOOD 


HEINRICH CONRIED, 
o-* New York, May 12, 1904. 
r . “From time to time during the past operatic 


i season I have been impressed with the wonder- 


ful resources of the Webers Pianos which we 
have been using at the Metropolitan. 
e “Subjected to immense usage by reason of 


our numerous rehearsals, these instruments 
nevertheless retain their exquisite tone quality. 

“{ know of no piano that would give us 
THE FINEST IN better satisfaction, and it is my desire that the 
THE WORLD. Weber Piano shall continue to be used at the 
Metropolitan Opera House.” 


Costs less than one cent a cup | HEINRICH CONRIED. 
America THE WEBER PIANO GOMPANY 
Walter Baker & Co." | AEOLIAN HALL 
Established 1790. Dorchester, Mass. 
“ 


THE DAINTIEST SOAP MADE is Hann Sapouio for 
toilet and bath. Other soaps chemically dissolve the dirt— 
HANnpD SapPouio removes it. It contains no animal fats, but is 
made from the most healthful of the vegetable oils. It opens the 
pores; liberates their activities, but works no chemical change in 
those delicate juices that go to make up the charm and bloom of 
a perfect complexion, Test it yourself. 


THE FAME OF SAPOLIO has reached far and wide. 
Everywhere in millions of homes there is a regard for it which 
cannot be shaken. Sapolio has done much for your home, but 
now for yourself—have you ever tried HAND SAPOLIO, for toilet 
and bath? It is related to Sapolio only because it is made by the 
same company, but it is delicate, smooth, dainty, soothing, and 
healing to the most tender skin. It pleases everyone. 


ITS USE IS A FINE HABIT— ITS COST BUT A TRIFLE 


have boon established over YEARS. By our of 
Pp ts every family in moderate circumstances 
[ANOS vaxz2 We take old instruments in exchange and 
; deliver new piano in your home free of expense. 
Write for Catalogue D and explanations, : 


VOSE & SONS PIANO CO., 160 Boyisten St., Boston, Mass 
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